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INTRODUCTORY NOTE 


This report reviews the operations during 1980 of the Bretton 
Woods Institutions: the International Monetary Fund (IMF) and the World 
Bank Group, which consists of the International Bank for Reconstruction 
and Development (IBRD), the International Development Association (IDA), 


and the International Finance Corporation (IFC). 


The IMF (the "Fund") and the IBRD (the "'Bank'') were established 
at the Bretton Woods Conference in 1944 and the Canadian participation 
in these institutions was authorized under the Bretton Woods Agreements 
Act of 1945. The IFC was founded in 1956 as an affiliate of the IBRD by 
means of separate Articles of Agreement to which Canada is a party. 
Canadian participation in the IDA was authorized under the International 


Development Association Act of 1960. 


The International Monetary Fund provides machinery for inter- 
national consultation and collaboration on monetary, balance of payments 
and exchange matters including the elimination of exchange restrictions 
for current payments. Its operations are financed by subscriptions, or 
"quotas", paid by member countries. These quotas generally reflect the 
relative importance of their economies. The IBRD and IDA have, as their 
main function, the extension of loans and credits to their members, 
particularly the developing countries, in order to enable them to finance 
projects which contribute to their economic development. The Bank 


obtains most of its funds by selling bonds in private capital markets. 


The IDA's resources come mainly from governments in the form of interest- 
free advances, enabling it to make loans on soft terms. The IFC supple- 
ments the activities of the Bank and IDA by making and encouraging 
investments on commercial terms in productive private enterprises in 
developing member countries. All these institutions are closely linked. 
Membership in the Fund is a prerequisite for membership in the Bank and 
membership in the Bank a prerequisite for membership in the IDA and the 


DP 


Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for all IMF transactions. 
As of January 1, 1981, the SDR is defined in terms of a "basket" of 5 
major currencies (the U.S. dollar, the German mark, the Japanese yen, 
the pound sterling, and the French franc) and its value on any given day 
reflects current exchange rates for those countries. The value of the 


SDR varied between U.S. $1.25 and $1.32 in 1980. 


Detailed information on the policies and operations of the IMF, 
as well as world financial and economic developments, is contained in the 
following Fund publications: International Financial Statistics, the 
Annual Report on Exchange Arrangements and Exchange Restrictions, ang 


the 1980 Report of the Executive Directors to the Board of Governors. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. United States dollars of the 


weight and fineness in effect on July 1, 1944 are converted to current 


dollars on the basis of a rate of $1.20635 current dollars for one 1944 
dollar. The figures contained in this section were obtained from financial 


statements of the World Bank Group. 


THE INTERNATIONAL MONETARY FUND 


General Background 


The mandate of the International Monetary Fund is to promote 
the smooth functioning of the international monetary system so as to 
encourage international trade and capital movements and, ultimately, 
high rates of sustainable real economic growth, high levels of employment, 
and the development of the productive resources of member countries. In 
order to meet these general objectives, the Fund seeks to promote stability 
and order in exchange rates, to help establish a multilateral system of 
settlements for current transactions between members, and to eliminate 
exchange restrictions that hinder world trade. Accordingly, the Fund 
provides short- and medium-term financial assistance to members faced 
with balance of payments difficulties, regardless of their degree of 
economic development, in order to enable them to correct the temporary 
imbalances with a minimum of disruption to the international monetary 


system. It also provides, upon request, an important source of economic 


and technical assistance to member countries. 


The Fund's Executive Directors, management, and staff have 
continued to provide assistance to the Interim Committee of the Board of 
Governors on the International Monetary System which was established in 
1974. The task of this twenty-two member Ministerial Committee is to 


advise and report to the Board of Governors on the management and adapta- 


tion of the international monetary system. The Committee held its 
fourteenth meeting in Hamburg on April 15, 1980, and its fifteenth 

meeting in Washington on September 28. Until the end of 1980, the Committee 
Chairman was Mr. Filippo Maria Pandolfi, the former Minister of the 

Italian Treasury. He has been succeeded by Mr. René Monory, Minister of 


the Economy of France. 


In 1980, Zimbabwe joined the IMF, raising the total membership 
to 14] countries. In addition, the Government of the People's Republic 


of China was recognized as the representative of China at the Fund. 


Access to the Hund 7s Resources 


Members' quotas in the IMF are of primary importance from both 
a political and economic standpoint. At the political level, a member's 
voting rights are tied to the size of its quota. In addition, quotas 
are an important determinant of membership on the Executive Board. On 
an economic level, members' subscriptions are equal to their quotas and 
these have traditionally been the IMF's major source of financial resources. 
As well as representing the financial contribution of a member to the 
Fund, they determine its normal maximum drawing capacity should balance 
of payments problems arise. The quota is also used as the basis for 


allocating Special Drawing Rights issued by the Fund to its members. 


Members seeking assistance from the Fund's General Account to 


help correct balance of payments disequilibria can draw on the reserve 


tranche and the four normal credit tranches, each amounting to 25 per 
cent of their quota. They can also use three permanent facilities 
created for specific purposes: the Compensatory Financing Facility for 
fluctuations in export earnings of primary producing countries (created 
in 1963), the Buffer Stock Facility for basic commodities (created in 
1969), and the Extended Fund Facility for member countries suffering 
from balance of payments problems resulting from certain structural 
maladjustments (created in 1974). In addition, the Fund operated a 
temporary Oil Facility in 1974-77, financed through loans from members 
with strong payments positions, in order to assist members facing payments 
difficulties arising from the sudden increase in oil prices. Finally, 
the Supplementary Financing Facility (used in conjunction with drawings 
on upper credit tranches and the Extended Fund Facility) helps members 
to finance payments deficits that are exceptionally large in relation to 
their individual quotas. This facility (which uses borrowed funds) 
began operating in February 1979. It was anticipated that, as a result 
of the impact of the latest round of oil price increase, the resources 


of the Facility would be entirely committed by early 1981. 


In addition to facilities in the General Account, Fund members 
participating in the Special Drawing Account have, since January 1970, 
been able to use Special Drawing Rights in transactions with the Fund or 
with other participants as a means of either obtaining other members' 
currencies or redeeming their own. In 1980, Kuwait joined the Special 


Drawing Rights Department and consequently all Fund members now participate. 


The Economic Environment 


During 1980, the world economy faced an extremely difficult 
situation characterized by significantly higher oil prices, high inflation 
and unemployment, lower real growth rates, large balance of payments, and 
current account imbalances. Inflation continued to be a serious problem 
for both developed and developing countries. Measured by GNP price 
deflators, inflation exceeded 10 per cent among the industrial countries 
last year compared to about 8 per cent in 1979. Virtually all the 
industrialized countries accorded top priority to combatting inflation, 
with most of the emphasis placed on restrictive monetary policies. The 
resul Ling swidespread irisesinvinteresterates ,wcombined withythe impact of 
higher oil prices, had a restraining impact on demand and led to a 
marked weakening of growth in the industrial countries. Their GNP grew 
by about 1 per cent in 1980, compared to an annual average of a little 


under 4 per cent during the preceding three years. 


Large shifts in the terms of trade following the latest round 
of oil price increases contributed to an unbalanced pattern of current 
account balances among major groups of countries. It is estimated that 
the combined current account surplus of oil exporting countries in 1980 
amounted to $115 billion compared to $69 billion in 1979 (excluding 
official transfers). Corresponding to this increase, the current account 
deficit of industrial countries increased from $14 billion in 1979 to 
$54 billion in 1980. Among the seven major industrial countries, Germany 


and Japan had the largest current account deficits, amounting to about 


$16 billion and $14 billion respectively. The current account deficit 
(excluding official transfers) of non-oil producing LDCs increased from 
$56 billion in 1979 to $72 billion in 1980. The increase in the volume 
of world trade in 1980 was no more than 3 per cent compared to 6.5 per 


cent in 1979. 


Despite the major shifts in current account positions, exch onge 
rate changes were less sharp in 1980 than in recent years. The U.S. 
dollar was stronger on balance, rising by about 8 per cent year-over-year 
against currencies in the EMS. It fell 3 per cent against sterling and 
15.3 per cent against the yen and was virtually unchanged vis-a-vis 
the Canadian dollar. Developing countries in the main continued to peg 
their currencies to that of a major trading partner or to a basket of 


currencies. 


Activities of the Fund 


The ability of non-oil producing countries (particularly the 
non-oil developing countries) to finance the large oil-price-induced 
increases in their current account deficits, while implementing appropriate 
adjustment measures, is one of the major challenges currently facing the 
IMF. Consequently, the Interim Committee agreed in April that the size 
and nature of the deficits faced by some countries and their growing 
need for payments assistance made it necessary for the Fund to play an 
important role in financing and adjustment. It was decided that the 


Fund should enlarge access to its financial resources by members facing 
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payments problems and lengthen the period of adjustment. It was decided 
that, in view of the strain that these new lending policies would place 
on the Fund's own resources, it would have to borrow SDR 6-7 billion in 


1981 and may have to make additional borrowings in 1982 and 1983. 


At the September meeting of the Interim Committee, the Ministers 
welcomed the policy initiatives taken by the Fund and expressed their 
approval of the modifications to its lending operations that had been 
implemented earlier in the year. Members making serious efforts to 
correct their balance of payments problems, through appropriate demand 
and supply management policies, were authorized to borrow up to 600 per 
cent of their quota (exclusive of drawings on the Compensatory Financing 
and Buffer Stock Facilities) over a three-year period, with an annual 
limit of 200 per cent of quota. These measures were temporary in nature, 
pending the entry into force of the 50-per-cent increase in quotas 
authorized under the Seventh Quota Review. After the quota increase 
became effective, it was decided that this ceiling would be reduced to 
450 per cent of the new quotas, resulting in a further increase in 


access to Fund resources in absolute terms. 


In view of the fact that the current account oinrgul eres of the 
oil-exporting countries are not expected to contract as quickly as they 
did following the 1973-1974 round of price increases, the Fund recognizes 
that adjustment by deficit countries to rectify their payments imbalances 
will be more difficult and take longer than in the past, due to the 


structural nature of the adjustments required by the energy situation. 
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Consequently, members' stabilization programs negotiated with the Fund 
now include, in addition to demand management measures, measures aimed 
at increasing the productive and exporting capacity of countries and at 
enhancing import substitution schemes, particularly in the area of 
energy. In addition, members can now spread adjustment over a longer 
period and are given more time to repay Fund loans than in the past. In 
line with this, the maximum time for repayment of resources borrowed 


under the Extended Fund Facility was increased from 8 to 10 years. 


Loans obtained by members drawing on the Supplementary Financing 

Facility carry rates of interest tied to the market-related terms at 

which the Fund borrowed the resources. Since this can limit the ability 
of low-income developing countries to use this facility, a Subsidy 

Account (legally separate from the Fund although administered by it) has 
been established to reduce the cost of using the Facility for these 
countries. This account will initially be financed through voluntary 
contributions from members and eventually through repayments of loans 

made to low-income countries from the Trust Fund established in 1976 and 


financed by sales of 25 million ounces of IMF gold during 1976-80. 


The 50-per-cent increase in quotas recommended as a result of 
the Seventh General Review of Quotas and approved by the Board of Governors 
in December 1978 went into effect in December 1980. By the end of the 
year, only Iran and Oman had yet to give consent to their respective 


increases. Total Fund quotas now amount to approximately SDR 60 billion. 
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Operations of the Fund in 1980 


Total financial assets of the Fund as of December 31, 1980 
were SDR 65 billion. Holdings of members’ currencies totalled SDR 
55 billion (a large part of these assets, however, are not available for 
lending since they are currencies of members with balance of payments 
deficits or low international reserves), SDRs held by the Fund amount -d 
to SDR 6 billion, and gold holdings to SDR 3.6 billion valued at SDR 35 
per fine ounce. As well, some SDR 6.1 billion remained available to the 
Fund, in case of need, under the General Arrangements to Borrow (GAB) 


from a number of industrial countries. 


The flow to member countries of Fund-related resources grew in 
1980 to the equivalent of SDR 9.2 billion, from SDR 6.9 billion in 1979. 
Net of repayments, the flow was SDR 5.9 billion in 1980. These funds 
included drawings on the Fund's General Resources Account, the allocation 
of SDRs, a distribution of gold, and funds that became available through 
the Trust Fund and the Oil Facility Subsidy Account. Of the total, some 
SDR 6.5 billion became available to non-oil developing countries in 
1980, of which SDR 4.6 billion was net of repayments, compared with SDR 


3.8 billion (SDR 2.5 billion net of repayments) in 1979. 


As a result of the enlarged access to Fund resources and the 
increase in demand for payments assistance linked with the economic 


impact of the higher oil prices, the amount of balance of payments 
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assistance provided from the General Resources Amount grew substantially 
in 1980. As Table I indicates, members’ purchases (i.e. loans) more 

than doubled and, for the first time in three years, exceeded repur- 
chases (by some SDR 400 million in 1980 compared to net repurchases ot 

SDR 2.4 billion in 1979). Almost half the increase in purchases was 
financed by Fund borrowings from members under the Supplementary Financing 


Facility (SFF). 


fabiert 


Flow of Transactions in the General Resources Account, 1979-1980 
(in millions of SDRs) 


1979 1980 
Total Purchases 1,843 Sh 54 
Reserve Tranche 147 489 
Credit Tranche 853 1.670 
(through SFF) (205) (943) 

Buffer Stock 38 = 
Compensatory Financing Die 980 
Extended Facility 233 615 
(through SFF) (102) C21 
Total Repurchases Say de has 3345 
Net Purchases oe 409 


More than one quarter of the members' repurchases in 1980 -- 
some SDR 900 million -- were in repayment of drawings made following the 
earlier round of major oil price increases in 1973-74 under the Oil 
Facility. 


This enabled the Fund to repay its own borrowings from origina! 


contributors of these resources, including Canada, by an almost equivalert 


amount. 
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As of December 31, 1980, there were 34 stand-by and extended 
arrangements in effect, for a total amount approved of SDR 8.5 billion. 
Of this total, SDR 6.3 billion was in undrawn balances. All of these 


commitments were to non-oil developing countries. 


In addition to resources made available through the General 
Resources Account, assistance was also provided at concessional terms to 
low-income developing countries through the Trust Fund. During 1980, it 
loaned SDR 1.3 billion, compared to SDR 0.5 billion in 1979. It was 
decided in December that the Trust Fund would be terminated when its 
resources are fully committed or by April 30, 1981. When loans are 
repayed to the Trust Fund (starting in July 1982) the funds will be 
placed in the Special Disbursement Account. Part of the resources 
(about SDR 750 million) in this account will be used to finance the SFF 
Subsidy Account. The disposal of the remaining resources will be decided 


atéaclater Sate: 


The 4 billion SDRs allocated on January 1, 1980 brought the 
total amount of SDRs in circulation to SDR 17.4 million. Total transfers 
in SDRs during 1980 amounted to approximately SDR 10.9 billion, up from 
SDR 4.2 billion in 1979. This increase reflects the fact that 25 per 
cent of the quota increases which became effective in December were paid 
in SDRs. Transactions with designation, in which countries designated 
by the Fund provide their currencies to countries with a balance of 


payments need in exchange for SDRs, amounted to SDR 1.3 billion, the 


at EES 


same as in 1979. Transactions by agreement rose in 1980 to SDR 347 million 
from SDR 319 million in 1979. Amounts transferred by participants to 

the Fund's General Resources Account -- for repurchases, payment of 
charges, and quota payments -- amounted to SDR 7.0 billion, up from SDR 

1.1 billion in 1979. Transfers of SDRs from the General Resources 

Account to member countries -- mainly for purchases being made by members 
but also in repayments under the Oil Facility and in payments of intrrest 
on Fund borrowing -- amounted to SDR 2.3 billion. The General Resources 
Account's holdings of SDRs on December 31, 1980, were SDR 5.6 billion 


compared to SDR 869 million in 1979. 


In May 1980, the Fund completed the fourth, and final, sale 
of gold (at SDR 35 per ounce) to member countries. The four-year program 
of gold auctions was also completed in May, yielding cumulative profits 
of US $4.6 billion, of which US $1.3 billion was distributed directly to 
104 developing countries and the balance, together with investment 


income, was made available to the Trust Fund. 


IMF Relations with Canada 


Following the authorization by the Fund in December 1980 of a 
general 50-per-cent increase in quotas, Canada's subscription was raised 
to SDR 2,036 million from SDR 1,357 million. Twenty-five per cent of 


the increase was paid in SDRs. Fund holdings of Canadian dollars as of 
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December 31, 1980 amounted to SDR 1,594 million, or 78.3 per cent of 
quota. Canada's reserve position in the Fund (the amount it can draw on 
demand for balance of payments purposes) amounted to SDR 454 million at 
year-end, of which SDR 13 million represented loans to the Fund to 

finance drawings under the Supplementary Financing Facility. The last 

of the loans made to the Fund by Canada under the 0il Facility were 

repaid in August. There were no purchases or repurchases made in Car. dian 
dollars during 1980. In February 1980, the Fund made the final of four 
annual sales of gold (at SDR 35 per ounce) to member countries. Canada 
purchased 235,329 ounces of gold bringing its total purchases over the 


four-year program to 941,394 ounces. 


Revenues received by Canada in 1980 from the Fund amounted to 
SDR 2.3 million. Of this, SDR 689,000 represented interest on Oil 
Facility loans, SDR 788,000 interest on Supplementary Financing Facility 
loans, and SDR 841,000 interest on Canada's net creditor position in the 
General Account. Interest payments by Canada of SDR 43.8 million were 
incurred on Special Drawing Rights allocated to Canada and SDR 41.3 million 


was earned on SDR holdings. 


As part of the three-year program of allocations of SDRs, 
Canada received SDR 141.4 million on January 1, 1980, bringing the level 
of its cumulative allocation to SDR 641 million. At the end of 1980, 
Canada's holdings of SDRs amounted to SDR 355 million, 55.4 per cent of 


its cumulative allocation. 


ee 


A team of IMF officials came to Ottawa in November 1980 as 
part of the annual consultation procedure under Article IV of the Fund's 


Articles of Agreement. 


In March 1980, the Honourable Allan J. MacEachen, Deputy Prime 
Minister and Minister of Finance, succeeded the Honourable John C. 
Crosbie as the Governor for Canada of the IMF and member of the Interim 
Committee. During the year, Dominica, St. Lucia, and St. Vincent joined 
Canada, Ireland, Jamaica, Bahamas, Barbados, and Grenada as members of 


the constituency represented by Mr. B.J. Drabble on the Executive Board. 


THE WORLD BANK GROUP 


International Bank for Reconstruction and 
Development (World Bank) and the 


International Development Association (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to extend 
loans and credits to member countries, mainly the developing countries, 
for projects which staff studies have indicated will make an important 


contribution to the borrower's economic development. 


The two organizations differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free advances 
from Governments for the bulk of its resources and thus can make loans 
on much softer terms. Otherwise, the World Bank and IDA have similar 


policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries’ economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and its eligibility for World Bank or IDA financing. 
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By giving continuous attention to the economic situation of 


developing member countries, the World Bank also seeks to help such 


countries make more effective use of all resources at their disposal, 


both domestic and foreign. It does so by providing assistance in formulating 
development policies, establishing development organizations, drawing up 
investment programmes for specific sectors and regions, identifying and 
preparing projects for financing, and encouraging the coordination of 
development assistance from bilateral and multilateral agencies. In 

recent years, the World Bank has been paying particular attention to the 
problem of greater equity in the distribution of benefits from development. 
This has meant increased emphasis on the type of projects which affect 

the living conditions of the poorest groups in the developing world, 

e.g., agriculture, population planning, and urban housing. In addition, 
the World Bank has recently launched a major program for energy development 
particularly in the oil importing developing countries. The program, 

which includes exploration, could represent up to 10 per cent of the 


lending programs of the Bank and IDA by 1987. 


In respect of coordination, the World Bank has been active in 
establishing 20 ongoing aid coordination groups for recipient countries 
of which one is the Caribbean Group for Cooperation and Economic Deve lopment 
and is participating in two additional groups, one chaired by the Netherlands 
and the other by the OECD. Upwards of 24 nations and more than a dozen 
international agencies have been associated with one Or more of these 
aid-coordinating activities. (Canada's participation in World Bank 
Consortia and Consultative Groups, as well as other aspects of World 


Bank Activity, is described in a Separate section of this report entitled 


"Canada and the World Bank Group". ) 
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The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Programme 
(UNDP), the United Nations' specialized agencies, the regional development 
banks and the Organization for Economic Cooperation and Development. 

For example, the World Bank and the United Nations exchange information 
and coordinate technical assistance and other development activities 
through a high level liaison committee, and the Bank Group has acted as 
an executing agency for a number of pre-investment studies financed by 
the UNDP. Also, the World Bank and the IMF established in 1974 a Joint 
Committee of the Boards of Governors of both institutions to seek ways 
to improve the flow of financial assistance to developing countries. 
This Committee, referred to as the Development Committee, met twice 


during 1980 at the Ministerial level. 


Resources 


The World Bank's funds are provided primarily from three 


sources: 


(is SPaiid-insecapital 
Of authorized capital of $37.4 billion (U.S. dollars of the 
weight and fineness in effect on July 1, 1944) at the end of 
1980, $33.7 billion (1944 U.S. dollars) had been subscribed 
andws3 a7 balloon (1944 U.S dollars) of this amount (10 per 
cent) had been paid in. A further capital increase to double 


the authorized capital to about $75 billion was approved in 
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principle by the Board of Governors, on January 4, 1980. Of 
the increased amount, 7.5 per cent will be paid in, while the 
rest will remain callable and be used to support capital 


market borrowings. 


(ii) Borrowing 
As of December 31, 1980, the World Bank had borrowed a total 
of $49.0 billion since the commencement of operations in 1946, 


of which $28.9 billion was outstanding. 


(iii) Net Income from Operations 
As of December 31, 1980, undistributed retained earnings 
amounted to approximately $3.55 billion. Net income in 1980 


was $612.7 million as compared with $532.6 million in 1979. 


IDA's loanable resources have been derived largely from budgetary 
allocations from its member governments, principally those of the developed 
countries which are referred to as Part I members. Total resources made 
available or committed to IDA from the beginning of its operations to 
the end of 1980 were approximately $21.2 billion. A major part of these 
resources was raised in the Fifth Replenishment of IDA (referred to as 


IDA V) which amounted to $7.7 billion including supplementary contribu- 


tions and ran from 1977 to 1979. 


Canada's share was $448 million or 5.8 per cent of the total. 


Other resources that have become available to IDA since its inception 
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totalled $1.7 billion. These were largely derived from transfers by the 
World Bank of a portion of its net earnings to IDA ($1.5 billion). The 


remainder has come from loans from Switzerland and repayments. 


Lengthy negotiations for a Sixth Replenishment of IDA were 
completed in late 1979. A resolution was then submitted to members 
calling for a US $12 billion increase in IDA's resources to be paid-ir 
from 1980 through 1982. Canada's share was negotiated at 4.3 per cent 
of the total or US $516 million (Cdn $601.81 million). Although most 
countries’ governments have indicated their acceptance of the IDA 
resolution, the replenishment has yet to be activated since the U.S., 
the major contributor, has not received Congressional approval for 
peetacipacion., UlS- approval as expected ‘in ‘the’ late spring or early 
summer. In the meantime, seventeen (17) countries, including Canada, 
France, Germany and Japan made advanced contributions totalling over 
U.S. $1.7 billion. These advanced contributions have allowed IDA to 


proceed with its lending programme. 


Loans and Credits 


(i) World Bank Loans 


As at December 31, 1980, the World Bank had lent a total 
of $61.5 billion (met of cancellations, terminations and 
refundings) to 99 of its 139 members. The World Bank's loans 


are long-term (15 to 20 years maturities at present) and carry 


oe DD t= 


conventional rates of interest which approach commercial 
rates. From 1976 to 1979, the interest rates have been 
adjusted quarterly, based on the Bank's borrowing costs. 
During calendar year 1980, the range of interest rates was 


from 8.25 per cent to 9.25 per cent. 


(ii) IDA Credits 


As at December 31, 1980, IDA had lent $21.3 billion (net 
of cancellations, refundings and terminations) to 74 of its 
125 member countries. IDA's credits are interest-free (although 
there is a service charge of 3/4 of 1 per cent) and are extended 
for a 50-year term with 10 years' grace. Credits are made 
only to countries where per capita incomes are exceptionally 
low and which cannot meet all of their external capital require- 


ments on conventional terms. 


THE INTERNATIONAL FINANCE CORPORATION 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. With the addition 
of seven countries in 1980, the IFC now has 118 members. The total 
resources available at the end of 1980 amounted to $976.0 million; these 
were derived from paid-in capital subscribed by member governments 


($369.5 million), World Bank loans - withdrawn and outstanding 
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($413.5 million), loans from others - withdrawn and outstanding 
($35.0 million), and the general reserve ($158.0 million) which was 


derived from income on operations. 


IFC's commitments during 1980 amounted to $773.8 million, 
bringing the total of gross commitments since inception of operations to 


sO 006: Gomi lion ane 73>countries’. 


GENERAL REVIEW 


Total loans, credits and investments signed (net of cancellations, 
terminations and refundings) by the World Bank Group in 1980 and in the 


three preceding years were as follows: 


1977 1978 1979 1980 


Gis ma lions? of Usb. dollars) 


World Bank ole 6,750* i, 21D" 5), 303" 

IDA 2.1: 2,859 Ze Gi 3,798 

IFC (72g, 467 312 774 
6,669 10,076 10,259 9,905 


Zinciudine loans, to LEC of S20 million.in 197/, $20 million in 1978, 
$19 million in 1979 and $7 million in 1980. 

Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1980 according to geographical area and purpose, 
while Table II is a historical summary of loans and credits by year, 
geographical area and purpose. IFC investments and commitments are 


listed in Table III. 
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Gross borrowing by the World Bank during 1980 amounted to 
$3.3 billion. The net increase during 1980 in the World Bank's borrow- 


ings was $0.5 billion, bringing the total debt outstanding to $28.9 billion. 


CANADA AND THE WORLD BANK GROUP 


Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada since February 1980 has been the 
Honourable Allan J. MacEachen, Deputy Prime Minister and Minister of 
Finance. Mr. Earl G. Drake serves as Canadian Executive Director on the 
Bank's Board of Directors. Mr. Drake also represents Bahamas, Barbados, 


Dominica, Grenada, Guyana, Ireland, Jamaica, and St. Lucia. 


Funds Subscribed or Contributed 


World Bank - To the end of 1980, Canada's subscription to the World 
Bank's capital stock including the Selective Capital Increase, was 
$1,341.7 million (or 3.42 per cent of the total subscription) of which 
$134.2 million (10 per cent) has been paid in. Canada's share in the 
forthcoming General Capital Increase (GCI) is 3.14 per cent representing 


Uis Py Sle2bebillion: 


IDA ~- As a Part I member of IDA, Canada had to the end of 1980 paid in 
Canadian $1,260.9 million to the Association. Negotiations were completed 


in December of 1979 for a Sixth Replenishment of IDA covering a three-year 


- 25 - 


period beginning in mid-1980. Canada's share amounts to Cdn. $601.81 
million. Although IDA VI did not legally come into effect during 1980, 
as had been intended, Canada made an advance payment on its share of 


Cian 5165.6 million: 


IFC - Canada's total subscription to the IFC since it became a member of 
the Corporation in 1956 amounts to $26.0 million. At that time, Canaca 
subscribed $3.6 million (1944 U.S. dollars) which was paid in full. 
Following the recent increase in subscriptions of IFC, Canada subscribed 
to $17.4 million. Canada paid its first of five annual instalments in 
December 1977. The second instalment was paid on February 1, 1979 and 


the third was paid on February 1, 1980. 


Capital Increases and Replenishment 


Canada participated actively in various negotiations relating 
to resource increases for the World Bank, the IFC and the IDA Sixth 
Replenishment. Negotiations regarding a selective capital increase of 
the World Bank were completed during 1976. Canada has voted in favour 
of increases in both the World Bank and the IFC, and has taken up the 
full number of shares allocated to it in each case. In the World Bank, 
this involved an increase in capital subscription of $205.6 million 
(10 per cent paid in); in the IFC, Canada's subscription increased by 
$17.4 million which is being paid in over a period of 5 years, the last 
payment of $4 million being due in 1981/82. The Board of Governors of 


the World Bank in January 1980 voted in favour of a resolution to further 


~ Dee= 


increase authorized capital by approximately $37.4 billion. Canada 
voted in favour, and is entitled to take up an additional $1.26 billion 


worth of shares, of which $94 million (7.5 per cent) would be paid in. 


Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank and 
IDA, countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. No further 
maintenance of value obligations exist for IDA. For the IBRD, there is 
a minor outstanding sum related to the devaluation of the U.S. dollar 
relative to gold in the early 1970's. The Bank has agreed not to seek 


payment of this small adjustment. 


World Bank Borrowings in Canada 


Over the years, the World Bank has placed nine bond issues in 
the Canadian private sector capital market, totalling the equivalent of 
U.S. $176.3 million, of which approximately the equivalent of U.S. 


$57.3 million is still outstanding. No issues were marketed in Canada 


in 1980. 


Up to March 1979, the Exchange Fund Account has purchased 
portions of the two-year dollar bond issues which the World Bank has 
been offering for a number of years to central banks and other govern- 


mental agencies. Two such issues were offered in 1980 (at interest 


- 27 - 


rates of 12.65 and 10.17 per cent respectively). The Exchange Fund Account 
did not purchase any of these bonds in 1980. Canada presently holds the 


equivalent of U.S. $5.4 million of the Bank's two-year bond issues. 


Canadian Goods and Services for Projects Financed by 
the World Bank and IDA 


Total identifiable expenditures in Canada by the World Bank 
and IDA borrowers to December 31, 1980 were $59.3 million. Details of 


the expenditures made, by year, are provided in Table IV. 


Canadian Personnel 


There were 176 Canadian nationals on the staff of the World 
Bank Group at the end of 1980; of these, 97 were in professional positions 
for the World Bank and IDA, and 7 for the IFC; 64 were in non-professional 
positions for the World Bank and IDA, and 9 for the IFC; in other words 


3.2 per cent of the Group's professional staff were of Canadian origin. 


Canada's Contribution as a Member of Consortia and 
Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in. 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to coordinate 
assistance to Bangladesh, Burma, the Caribbean, Colombia, Egypt, India, 


Kenya, Korea, Nepal, Pakistan, Philippines, Sri Lanka, Sudan, Tanzania, 
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Thailand, Uganda, Zaire and Zambia. Canada is also a member of the 


Intergovernmental Group for Indonesia and OECD Consortium for Turkey. 


In 1980, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in the financing of 
projects in Bangladesh, Belize, Benin, Bolivia, Cameroon, Chad, Colombia, 
Congo, Ghana, Guyana, Haiti, Honduras, India, Indonesia, Kenya, Madagascar, 
Malawi, Mali, Pakistan, Sri Lanka, Tanzania, Thailand, Uganda (with IDA), 
Upper Volta, and Zaire, by extending long-term development loans. 
Canada also participated during 1980 in the meetings of the Group on the 
Control of Riverblindness (which is sponsored by the Bank, the World 
Health Organization, the United Nations Development Program, and the 
Food and Agriculture Organization), in the "Consultative Group on Inter- 
national Agricultural Research", and in the "Consultative Group on Food 
Production and Investment in Developing Countries" (both sponsored by 
the Bank, the Food and Agriculture Organization and the United Nations 


Development Program). 


TABLE 1 - TABLEAU ] 
World Bank Loans and [DA Credits 
Préts de la Banque mepgiale et crédits de 1'AID 
January 1 - September 30, 1980 /1 janvier - 30 septembre 1980 
(Millions of U.S. dollars - en millions de dollars E.-U.) 


(2) 


WORLD BANK - 1) 
BANQUE MONDIALE IDA - AID TOTAL 
es Amount- ren Amount - Ne . Amount- 
No.-N —~—-_ Montant No.-N Montant eae Montant 
[ AREA - REGION 
tast Africa - Afrique zZ Sas 28 602.5 30 one y hea 
orientale 
Jest Africa - Afrique 6 PAS 16 240.0 ee 459.2 
occidentale 


jurope, Middle East & 
North Africa - Europe, 
Moyen-Orient et Afrique 
du Nord waa, dis 24.9 7 267.9 34 Ley oe eo 
Latin America & Caribbean 
- Amérique latine et les 
Antilles a7 Z3L6;.6 3 41.0 40 Diario ye Wied 
@eet Asia and Pacific - 
Asie orientale et le 


Pacifique eal 1,901.4 6 188.0 37 2,089.4 

South Asia - Asie du sud 3 Mg A 32 HOURS, 35 pes sey 2e 
TOTAL 106 6,144.4 92 3,000.1 198 9,144.5 

{ PURPOSE - OBJET 

Agriculture - Agriculture 1,667.9 IBO91eS 2,759.4 


Jevelopment Finance Companies 
- Sociétés financiéres de 


développement 336.5 - 5356.5 
Education - Education 3120 7620 388.0 
Industry ~ Industrie Sieheled/ 50.0 588.7 
inergy - Energie 2916 12525 A213 
Yon-project - Hors projet 450.0 29275 742.5 
Population - Population So) 78.0 1 i Het 
Power - Energie électrique PES On 15226 1,903.3 
[echnical Assistance - 
Assistance technique = DEB eh 20 00 
Telecommunication - 
Télécommunications 66.0 45.2 ile 
fourism - Tourisme os a 
[ransportation - Transport 1-,033-4 26071 Dts 2 
Jrban Development - 
Développement urbain Uhswea8) Te 234.0 
qater Supply - Adduction 
d'eau 285.0 190.7 LN ta oe 
TOTAL 6,329.8 SUG er 9,370.9 


) Joint Bank/IDA operations counted only once as Bank operations. 

) Toute opération menée conjointement par la Banque et 1'AID n'est comptabilisée 
qu'une fois, au titre de la Banque. 

) Data as at December 31, 1980 not available at time of printing. 

) Chiffres au 31 décembre 1980 non disponibles au moment de 1'impression. 


TABLE II - TABLEAU II 
World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'AID aux pays en développement 


(Amounts in millions of U.S. dollars - en millions de dollars E.-U.) 


ec a ge ee 


World Bank Loans IDA Credits 
Commit- Commit ~- 
ments ments 
oe Engage- a: Engage- 
oe ments Nie ments _ 
By Fiscal Year* - 
Année financiére* 
Cumulative to 1968 - 
Cumulé jusqu'en 1968 549 1,415.80 116 1,831.60 
Total 1969-1973 374 8,916.90 Zs 4,075.90 
Total 1974-1978 667 24,429.65 376 7,978 
1978-1979 142 6,989.00 105 3,021.38 
1979-1980 160 59005 116 3,662 ae) 
1980-198] (July to Dec. 1980) 50 Sy cou00 31 889. 2¢ 
Cjwil sea deca £980) 
TOTAL 1,942 62,591.40 1,017 21,459.06 
By Purpose - Objet 
(Cumulative to Dec. 31, 1980 - 
Cumilé jusqu'au 31 déc. 1980) 
Agriculture and Rural Develop- | 
ment - Agriculture et 
développement rural 12 ,966.6 8,050.4 
Education - Education 2,207.4 1,139.0 
Energy - Energie 1,403.8 243.5 
Industrial Development and 
Finance - Développement et 
financement de l'industrie 6,3262 1 428.8 
Industry - Industrie 4685.2 640.1 
Non-Project - Hors projet Zoe lot 2,578 ml 
Population and Nutrition - | 
Population et alimentation 226.8 284.1 
Power - Energie électrique 12,,14829 2,511.40) 
Small-scale enterprises - 
Petites entreprises 695.3 190. 
Technical Assistance - | 
Assistance technique 49.6 13 
Telecommunications - Télécom- 
munications 1,263.8 617 
Tourism - Tourisme 363.6 86... 
Transportation - Transport $33450.6 3, 185m) 
Urban Development - Dévelop- 
pement urbain bol Fock 427m 
Water Supply and Sewerage - 
Adduction d'eau et assainis- 
sement 2, 8092 =| 
TOTAL O24 27768 20 , 429) 


: Fiscal years are those of the World Bank Group (July 1 to June 30). | 
* Les années financieres sont celles du Groupe de la Banque mondiale (du 1 juillet au 30 ju) 


. 


TABLE III - TABLEAU III 
Summary of IFC Operations as of December 31, 1980 
Résumé des opérations de la SFI au 31 décembre 1980 


No. of Total Disbur- 
Companies Commitments sements 
-Nombre de -Engagements “Verse- 
compagnies totaux* ments 


(Millions of.U-.S. dollars - 
en millions de dollars E.-U.) 


By Fiscal Year 
- Année financiere 


1970-1971 25 TOdess L250 
1971-1972 19 LISAG 60.8 
1972-1973 25 14627 88.1 
1973-1974 Sz Z0See L625 
1974-1975 BL peal eT 184.4 
1975-1976 33 24563 199.7 
1976-1977 34 206.7 259.9 
1977-1978 41 333.0 LS Soa 
1978-1979 48 405.9 2054 
1979-1980 55 680.6 Sess 
1980-1981 
(July to Dec. 1980) 
(juil. a déc. 1980) Wl 199.8 Zoeo) 
Cumulative to Dec. 1980 
- Cumulé a déc. 1980 408 3,304.8 Papi et Be ght 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements 167...0 


Net Commitments 
- Engagements nets Styl US Whats: 


TABLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de lL'AID en 
biens et services au Canada 


To December 31, 1980 - au 31 décembre 1980 


(In millions of U.S. dollars - 
en millions de dollars E.-U.) 


World Bank - LDR. = 
Banque mondiale AID Total 
By Year* - Année* 
Cumulative to December 31, 1960 - 

Cumulé au 31 décembre 1960 £5305 _ T3335 
1961 is gee - BZ 
1962 Sogn - Saat 
1963 5 36 4 13.0 
1964 4] hes Ca 
1965 ae Leek SE 
1966 11.6 535 16.9 
1967 ES eZ 14.7 Zi oe 
1968 6.3 7.8 14.1 
1969 4.4 11.0 L574 
1970 Tab pees 8.9 
1971 Gee Zed bas 
1972 10.5 on i2<8 
1973 U2 aA ee Lise 
1974 15.8 8.4 2452 
1975 Ct Eo ion 
1976 25) 10.8 36.5 
1977 34.5 4.8 eS 
1978 26.1 ya SLLe 
1979 44.4 8.1 al 
1980 51:25 £26 59.3 
TOTAL 458.3 i22z20 580.3 


Per Cent of Total Disbursements** - 
Pourcentage du total des dépenses** 1.4 bed 1.4 


Calendar year. 
Année civile. 


Of total World Bank disbursements ($35,967.9 million, including those in 
countries now considered developed) and IDA disbursements ($11,940.5 million). 


Du total des dépenses correspondant 4 la Banque mondiale (35,967.9 millions 
de dollars, y compris celles dans les pays maintenant considérés comme 
industrialisés) et de celles liées 4 1'AID (11,940.5 millions de dollars). 
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ments in the form of interest-free advances, enabling it to make loans 

on soft terms. The IFC supplements the activities of the Bank and IDA 

by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. All these institutions 
are closely linked. Membership in the Fund is a prerequisite for member- 
ship in the Bank and membership in the Bank a prerequisite for membership 


in the IDA and the IFC. 


Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for all IMF trans- 
actions. The SDR is defined in terms of a weighted "basket" of 5 major 
currencies (the U.S. dollar, the German mark, the Japanese yen, the 
pound sterling, and the French franc) and its value on any given day 
reflects current exchange rates for those currencies. The value of the 


SDR varied between U.S. $1.13 and $1.24 in 1981. 


Detailed information on the policies and operations of the IMF 
as well as world financial and economic developments is contained in the 
following Fund publications: International Financial Statistics, the 
Annual Report on Exchange Arrangements and Exchange Restrictions, the 


1981 Report of the Executive Directors to the Board of Governors, and 


the World Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. United States dollars of the 
weight and fineness in effect on July 1, 1944 are converted to current 


dollars on the basis of a rate of $1.20635 current dollars for one 1944 


dollar. The figures contained in this section were obtained from financial 


Statements of the World Bank Group. 


INTERNATIONAL MONETARY FUND 


General Background 


The International Monetary Fund promotes the smooth functioning 
of the international monetary system so as to encourage international 
trade and capital movements and, ultimately, high rates of sustainable 
economic growth, high levels of employment, and the development of the 
productive resources of member countries. In line with these general 
objectives, the Fund seeks to promote stability and order in exchange 
rates, to foster a multilateral system of settlements for current trans- 
actions between members, and to eliminate exchange restrictions that 
hinder world trade. Accordingly, the IMF provides short- and medium-term 
financial assistance to members faced with balance of payments difficulties, 
regardless of their degree of economic development, in order to enable 
them to correct the imbalances in their external accounts with a minimum 
of disruption to the international monetary system. It also provides, 
upon request, an important source of economic and technical assistance 


to member countries. 


The Fund's Executive Directors, management, and staff provide 
assistance to the Interim Committee of the Board of Governors on the 
International Monetary System which was established in 1974. This 
twenty-two member Ministerial Committee advises and reports to the Board 
of Governors on the management and adaptation of the international 
monetary system. The Committee held its sixteenth meeting in Libreville, 


Gabon on May 21, 1981, and its seventeenth meeting in Washington on 


aS 


September 26-27. Until the May meeting the Committee Chairman was 
Mr. René Monory, former Minister of the Economy of France. He was 
succeeded in Libreville by the Honourable Allan J. MacEachen, Deputy 


Prime Minister, Minister of Finance and Governor for Canada at the IMF. 


In 1981 two new members, Bhutan and Vanuatu, joined the IMF. 


This raises the total membership in the Fund to 143 countries. 
Access to the Fund's Resources 


The quotas of members in the IMF are of central importance 
both from a political and economic standpoint. Politically, a member's 
voting rights are determined by the size of its quota. As well, quotas 
are an important determinant of membership on the Executive Board, which 
manages the day-to-day operations of the Fund, as well as on the Interim 
Committee whose composition is patterned on that of the Executive Board. 
From an economic standpoint, the subscriptions of members, traditionally 
the major source of the IMF's financial resources, are equal to their 
quotas. In addition a member's normal maximum drawing capacity on IMF 
financial resources for balance of payments support is based on the size 


of its quota. A member's quota is also used as the basis for determining 


its allocations of SDRs from the Fund. 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can 


draw on the reserve tranche and four normal credit tranches, each amounting 


to 25 per cent of their quotas. They can also use three permanent 


facilities created for specific purposes: the Compensatory Financing 
Facility (CFF) created in 1963, to assist in covering fluctuations in 
export earnings of primary producing countries, the Buffer Stock Facility 
created in 1969 to help members with balance of payments difficulties 
finance their participation in buffer stock arrangements, and the Extended 
Fund Facility (EFF) created in 1974 for members suffering from balance 

of payments problems resulting from structural maladjustments. In 
addition, the Fund operated a temporary Oil Facility in 1974-75, financed 
through loans from members with strong payments positions, in order to 
assist members in financing payments deficits arising from the sudden 
increase in oil prices. As well, the Supplementary Financing Facility 
(SFF) (used in conjunction with drawings on upper credit tranches and 

the EFF) helped members to finance payments deficits that were exception- 
ally large in relation to their quotas. The facility, which used resources 
borrowed from monetary authorities, started operating in early 1979; its 
resources were fully committed by March 1981. In order to continue 
providing additional conditional resources to help members with large 
payments deficits and adjustment problems the SFF has been superseded by 
the Enlarged Access Program (EAP) which is also financed through borrowed 


funds. 


In addition to facilities in the General Resources Account 
Fund members participating in the Special Drawing Rights Department 
have, since January 1970, been able to use SDRs in transactions with the 
Fund or with other participants as a means of either obtaining other 
members' currencies or redeeming their own. All Fund members are currently 


participating in the SDR Department. 


Economic Environment 


During 1981 the world economy continued to be affected by high 
inflation and unemployment levels, low growth rates, and large external 
payments imbalances, particularly among the non-oil LDCs. Inflation 
remained a serious problem among both the developed and developing 
countries. As measured by private consumption deflators, inflation 
among OECD countries was 9.5 per cent in 1981, down somewhat from 11 per 
cent in 1980. Almost all industrial countries continued to accord top 
priority to combatting inflation although a number expressed growing 
concern about the high level of unemployment. Among OECD countries 
unemployment averaged 7.3 per cent in 1981 while real GNP grew by only 
1.3 per cent. An important factor which contributed to the high levels 
of unemployment and slow economic growth was the existence of high 
interest rates brought on by high inflationary expectations and dif- 
ficulties experienced by numerous countries in controlling their fiscal 
deficits. As well, the high level of interest rates has created serious 
debt servicing problems for numerous developing countries trying to 
finance their current account deficits. Consequently many of these 


countries have had to trim back on their developmental plans. 


Following the last round of oil price increases in 1979-80 the 
current account surplus of OPEC experienced a massive jump, rising from 
US $4 billion in 1978 to $110 billion in 1980. This was matched by 
large increases in the deficits of both industrial and non-oil LDCs. In 
1981 OPEC's current account surplus declined to $55 billion. The current 


account deficit of the industrial countries fell sharply from almost 


$73 billion in 1980 to $35 billion in 1981. The greatest improvement 

was experienced by Japan which moved from a deficit of almost $11 billion 
in 1980 to a surplus of $5% billion in 1981. The aggregate current 
account deficit of the non-oil LDCs continued to increase, however, 
mainly as a result of difficulties in adjusting to the higher price of 
energy imports and slow economic growth in the industrial countries, 


rising from S5yY biliion. in 1980 to’ $72 billion’ ain’ 1981" 


Relatively high interest rates in the United States resulted 
in much sharper exchange rate changes than in previous years with the U.S. 
dollar on balance showing substantial strength. As well, exchange rates 
showed significant variability. The U.S. dollar increased by about 20.2 per 
cent year-over-year against currencies in the EMS. It rose by almost 
33 per cent against the Italian lira and 29 per cent against the French 
franc. It fell by 2.7 per cent against the yen, although the yen became 
progressively weaker through the year, and rose on average by 2.5 per 
cent against the Canadian dollar. Developing countries in the main 
continued to peg their currencies to that of a major trading partner or 


to a basket of currencies. 


Although a number of countries experienced serious financial 
difficulties in 1981 the international capital market, assisted by the 
IMF, performed efficiently both as a financial intermediary and as a 


source of international liquidity. 


Activities of the Fund 


The ability of many of the non-oil developing countries to 
finance the large increases in their current account deficits continued 
to be of concern to the IMF. Although the current account surplus of 
OPEC fell much more quickly than expected the difficulty for many of the 
non-oil developing countries to implement adequate adjustment measures 
resulted in their position remaining very tight during 1981. Consequently, 
the IMF substantially increased the amount lent out to these countries 
and continued to recommend strong action to promote economic adjustment. 
At the September meeting of the Interim Committee the Ministers applauded 
the efforts by the IMF to assist deficit countries in restoring a viable 
balance of payments position. The Committee stressed the importance of 
the Fund's role in promoting adjustment and strongly endorsed the emphasis 
that it has placed on the implementation of effective adjustment measures 


by members with upper credit tranche and extended arrangements. 


In order to implement its enlarged access program without 
hurting its liquidity position, the Fund supplemented its own resources 
by entering into agreements last year with a number of OPEC surplus 
countries, notably Saudi Arabia, and some of the industrial countries, 
giving it access to SDR 9.3 billion in lines of credit. The Fund began 
lending out these resources after the funds of the Supplementary Financing 
Facility became fully committed in March 1981. At the September Interim 
Committee Meeting support was expressed for the Fund's current borrowing 
program. It was emphasized, however, that quota subscriptions should 


continue to be the main source of Fund resources and that consequently 


the current borrowing program should be viewed as a bridging operation 
to protect the Fund's liquidity position until the completion of the 


Eighth General Review of Quotas. 


During 1981 the Fund amended the Compensatory Financing Facility 

(CFF) in order to assist member countries facing balance of payments 
difficulties as a result of sudden and temporary increases in their 

cereal import costs. At the May meeting of the Interim Committee it was 
agreed to give members the option under the CFF of including cereal 
imports in the calculation of export shortfalls by treating the former 

as negative export earnings. Members can now draw up to 125 per cent of 
their quotas on the CFF with the maximum amount available as a result of 
traditional export shortfalls remaining at 100 per cent and the maximum 
available as a result of increased cereal imports also equal to 100 per 


cent. 


Loans obtained under the Supplementary Financing Facility 
(SFF) carry rates of interest tied to the market-related terms at which 
the Fund borrowed the resources. In order to ensure that financial 
constraints did not bar low-income developing countries from using this 
facility, a Subsidy Account (legally separate from the IMF but administered 
by it) was established in December 1980 and made its first allocation to 
21 eligible countries in 1981. The account will eventually be financed 
through Trust Fund loan repayments. Currently subsidies are being 
financed through voluntary contributions in the form of donations and 


loans. During 1981 the Account acquired SDR 35.2 million in this way. 
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In early 1981 Saudi Arabia received a special quota increase 
raising its quota in the Fund by 102 per cent to SDR 2.1 ballion.. this 
increase was made to reflect the increased relative importance of Saudi 
Arabia in the world economy and its financial support of the Fund. 
Total Fund quotas at the end of 1981 amounted to approximately SDR 61 bidiion. 
During 1981 preliminary work began on the Eighth General Review of 


Quotas. This review is expected to be completed by the end of 1983. 


A number of changes were made during 1981 in order to make the 
SDR more attractive as a financial asset. On January 1, the valuation 
of the SDR was simplified by reducing the number of currencies upon 
which its value is based from sixteen to five (the U.S. dollar, the 
German mark, the Japanese yen, the pound sterling, and the French franc). 
In addition, the IMF cancelled the provision which required members to 
maintain daily average holdings of SDRs of at least 15 per cent of their 
net cumulative SDR allocations over successive five-year periods. 
Starting May 1, the rate of interest on the SDR was set at 100 per cent 
of the combined market rate of interest of the five countries composing 
the SDR basket, adjustable on a quarterly basis, while the rate of 
renumeration payable to members on their creditor positions in the Fund 


was set at 85 per cent of the SDR interest rate. 


Operations of the Fund in 1981 


Total financial assets of the Fund as of December SA hE 1 
were about SDR 69 billion. Holdings of members' currencies totalled 


SDR 59 billion (a large part of these assets, however, are nce Gyan 
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for lending since they are currencies of members with balance of payments 
deficits or low international reserves), SDRs held by the Fund amounted 
to SDR 6 billion, and its gold holdings amounted to SDR 3.6 billion 
valued at SDR 35 per fine ounce. As well, some SDR 5.7 billion remained 
available to the Fund, in case of need, from a number of industrial 


countries under the General Arrangements to Borrow. 


The flow to member countries of Fund-related resources grew in 
1981 to SDR 13.3 billion (up from SDR 9.2 billion in 1980). Net of 
repayments, the flow was SDR 11.2 billion. These funds included drawings 
on the Fund's General Resources Account (GRA), an allocation of SDRs, 
and funds that became available through the Trust Fund, the SFF Subsidy 
Account, and the Oil Facility Subsidy Account. Of this total some 
SDR 10.4 billion became available to non-oil developing countries (of 
which SDR 7.5 billion was net of repayments), compared to SDR 6.5 billion 


(SDR 4.5 billion net of repayments) in 1980. 


As a result of a combination of the increase in quotas in 
November 1980 following the Seventh Review of Quotas, the enlarged 
access to Fund resources, and the increase in the demand for payments 
assistance, the amount of financing provided through the GRA increased 
dramatically in 1981. As Table I indicates, members' purchases (i.e., 
drawings on Fund's resources) increased by 87 per cent, reaching 
SDR 7.1 billion compared to SDR 3.8 billion in 1980. Net of repayments 
this represents an increase from SDR 409 million to SDR 5.0 billion. 


Most of the increase in drawings was accounted for by the use of conditional 
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resources obtained from the credit tranches and the Extended Fund Facility 
(EFF), each of which increased by SDR 1.7 billion. Such drawings are 

made in conjunction with economic adjustment programs adopted by deficit 
countries to regain viable balance of payments positions. About 60 per 
cent of the drawings under the credit tranches and the EFF were financed 


through resources borrowed by the IMF from monetary authorities. 


Table 1 


Flow of Transactions in the General Resources Account 1980-1981 


(in millions of SDRs) 


1980 1981 

Total Purchases ae 1,082 
Reserve Tranche 489 310 
Credit Tranches 1,670 J G50 
(through SFF) (943) (1,469) 

(through EAP) = (306) 

Buffer Stock = = 
Compensatory Financing 980 1,242 
Extended Facility 615 2,092 
(through SFF) C215) (571) 

(through EAP) - (481) 

Total Repurchases 3,345 2. Leo 
Net Purchases 409 4,972 


As well as a large increase in actual purchases, large payments 
deficits and the need for economic adjustment measures to eliminate them 
resulted in a large increase in the amounts committed under stand-by and 
extended arrangements (i.e., lines of credit provided by the Fund that 
can be drawn on over a period of 1 to 3 years). As of December ay 


there were 38 stand-by and extended arrangements in effect, for a total 
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amount of SDR 17.9 billion (compared to a total of SDR 8.5 billion at 
the end of 1980). Of this total SDR 13.1 billion was in undrawn balances. 


All of these commitments were to non-oil developing countries. 


In addition to financing made available through the GRA, 
assistance was also provided at concessional terms to low-income developing 
countries through the Trust Fund. During 1981 it provided SDR 368 million 
in unconditional loans, compared to SDR 1.3 billion in 1980. The Trust 
Fund was terminated in April 1981 when its resources became fully com- 
mitted. When loans are repayed to the Fund the resources will be placed 
in the Special Disbursement Account pending further decision relative to 
their use. Part of these repayments (up to SDR 750 million) will however 


be used to finance the SFF Subsidy Account. 


On January 1, 1981, 4 billion SDRs were allocated to members 
bringing the total amount of SDRs in circulation to SDR 21.4 billion. 
This was the last in a series of three annual allocations between 1979 
and 1981 in which a total of 12 billion SDRs were issued. Due to the 
current high level of international liquidity no agreement has been 
reached on any further SDR allocations. Total transfers of SDRs between 
members and with the IMF's General Resources Account during 1981 amounted 
to approximately SDR 7.6 billion, compared to SDR 10.6 billion in 1980. 
This decline reflects the fact that 25 per cent of the general increase 
in quotas at the end of 1980 was payable in SDRs. Transactions with 


designation, in which countries designated by the IMF provide their 


currencies to countries with balance of payments problems in exchange 


for SDRs, amounted to SDR 1.8 billion compared to SDR 1.3 billion in 


a We 


1980. The bulk of these transactions involved the simultaneous purchase 
of SDRs from the Fund as part of IMF balance of payments loans. Trans- 
actions by bilateral agreement among members rose to SDR 897.2 million 

in 1981 from SDR 347 million in 1980. The bulk of these transactions 
(SDR 710 million) occurred during the last six months of the year and 
were partly due to a number of members trying to bring their SDR holdings 
up towards the level of their cumulative allocations. As well transfers 
in July and August, amounting to SDR 30.1 million, occurred between 
individual countries and intergovernmental financial institutions other 
than the Fund as part of the provision of loans or the settlement of 
financial obligations. This represented the first time SDRs were used 

in this manner. Transfers of SDRs from the GRA, mainly to members 
drawing on the Fund but also in repayments of Fund borrowings under the 
Oil Facility and in payments of interest on Fund borrowing, amounted to 
SDR 2.6 billion. Amounts transfered to the Fund's GRA for repurchases, 
payment of charges, and quota payments amounted to SDR 2.1 billion. 
Consequently the GRA's holdings of SDRs declined last year to SDR 5 billion 


compared to SDR 5.6 billion at the end of 1980. 


IMF Relations with Canada 


Canada's quota in the IMF is SDR 2,035.5 million. Fund holdings 
of Canadian dollars as of December 31, 1981 amounted to SDR LPT MS bates ade Wi ba Boy 
or 83.6 per cent of quota. Canada's reserve position in the Fund (the 
amount it can draw on demand for balance of payments purposes) was 


SDR 345.7 million at year-end of which SDR 12.7 million represented 
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loans to the Fund to finance drawings under the SFF. There were no 
purchases made in Canadian dollars during 1981. Canadian dollars were 


used in repurchases amounting to SDR 105 million. 


Revenues received by Canada in 1981 from the Fund amounted to 
SDR 2.1 million. Of this, SDR 1.6 million represented interest on SFF 
loans, and SDR 0.5 million in interest on Canada's net creditor position 
in the General Account. Interest payments by Canada of SDR 65.4 million 
were incurred on SDRs allocated to Canada and SDR 50.5 million was earned 


on SDR holdings. 


In order to help the Fund finance its Enlarged Access Program 
Canada made available SDR 50 million to the IMF. This amount was com- 
mitted under a two-year stand-by facility with the Bank for International 
Settlements (BIS) with a corresponding line of credit made available by 


the BIS in favour of the Fund. 


Canada received 138.4 million SDRs on January 1, 1981 as the 
final installment of the three-year SDR allocation program. This brought 
Canada's cumulative allocation to SDR 779.3 million. At the end of 1981 
Canada's holdings of SDRs amounted to SDR 149.5 million or 19.2 per cent 


of its cumulative allocation. 


A team of IMF officials came to Ottawa in November 1981 as 
part of the annual consultation procedure under Article IV of the Fund's 


Articles of Agreement. 


Shige 


The Honourable Allan J. MacEachen, Deputy Prime Minister and 
Minister of Finance, continued to represent Canada on the Board of Governors. 
In May 1981, Mr. R.K. Joyce succeeded Mr. B.J. Drabble as the Canadian 


representative on the Executive Board. Mr. Joyce also serves as Director 


for Ireland, Jamaica, Bahamas, Barbados, Grenada, Dominica, St. Lucia 


and St. Vincent. 


THE WORLD BANK GROUP 


International Bank for Reconstruction and 
Development (World Bank) and the 


International Development Association (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to extend 
loans and credits to member countries, mainly the developing countries, 
for projects which staff studies have indicated will make an important 


contribution to the borrower's economic development. 


The two organizations differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free advances 
from Governments for the bulk of its resources and thus can make loans 
on much softer terms. Otherwise, the World Bank and IDA have similar 


policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and its eligibility for World Bank or IDA financing. 
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By giving continuous attention to the economic situation of 
developing member countries, the World Bank also seeks to help such 
countries make more effective use of all resources at their disposal, 
both domestic and foreign. It does so by providing assistance in formulating 
development policies, establishing development organizations, drawing up 
investment programmes for specific sectors and regions, identifying and 
preparing projects for financing, and encouraging the coordination of 
development assistance from bilateral and multilateral agencies. In 
recent years, the World Bank has been paying particular attention to the 
problem of greater equity in the distribution of benefits from development. 
This has meant increased emphasis on the type of projects which affect 
the living conditions of the poorest groups in the developing world, 

e.g., agriculture, population planning, and urban housing. In addition, 
the World Bank has recently launched a major program for energy development 
particularly in the oil importing developing countries. The program, 

which includes exploration, could represent up to 10 per cent of the 


lending programs of the Bank and IDA by 1987. 


In respect of coordination, the World Bank has been active in 
establishing 20 ongoing aid coordination groups for recipient countries, 
of which one is the Caribbean Group for Cooperation and Economic Development, 
and is participating in two additional groups, one chaired by the Netherlands 
and the other by the OECD. Upwards of 24 nations and more than a dozen 
international agencies have been associated with one or more of these 
aid-coordinating activities. (Canada's participation in World Bank 
Consortia and Consultative Groups, as well as other aspects of World 


Bank Activity, is described in a separate section of this report entitled 


"Canada and the World Bank Group". ) 
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The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Program 
(UNDP), the United Nations' specialized agencies, the regional development 
banks and the Organization for Economic Cooperation and Development. 

For example, the World Bank and the United Nations exchange information 
and coordinate technical assistance and other development activities 
through a high level liaison committee, and the Bank Group has acted as 
an executing agency for a number of pre-investment studies financed by 
the UNDP. Also, the World Bank and the IMF established in 1974 a Joint 
Committee of the Boards of Governors of both institutions to seek ways 
to improve the flow of financial assistance to developing countries. 
This Committee, referred to as the Development Committee, met twice 


during 198] at the Ministerial level. 


Resources 


The World Bank's funds are provided primarily from three 


sources: 


(i), Paid-in capital 
Of authorized capital of $37.4 billion (U.S. dollars of the 
weight and fineness in effect on July 1, 1944) at the end of 
1981, $33.7 billion (1944 U.S. dollars) had been subscribed 
and $3.7 billion (1944 U.S. dollars) of this amount (10 per 


cent) had been paid in. A further capital increase to double 
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the authorized capital to about $75 billion commenced in 
September 1981 and will proceed, as countries take up their 
allocated shares, over the next five years. Of the increased 
amount, 7.5 per cent will be paid in, while the rest will 


remain callable and be used to support capital market borrowings. 


(ii) Borrowing 
As of December 31, 1981, the World Bank had outstanding borrowings 


Of $31.6 bDrliton: 


(iii) Net Income from Operations 
As of December 31, 1981, undistributed retained earnings 
amounted to approximately $3.74 billion. Net income in 1981 


was $626.5 million as compared with $612.7 million in 1980. 


IDA's loanable resources have been derived largely from budgetary 
allocations from its member governments ($29.4 billion), principally 
those of the developed countries which are referred to as Part I members. 
Total resources made available or committed, including qualified commitments, 
to IDA from the beginning of its operations to the end of 1981 were 
approximately $31.1 billion. Other resources that have become available 
to IDA since its inception totalled $1.7 billion. These were largely 
derived from transfers by the World Bank of a portion of its net earnings 


to IDA ($1.6 billion). The remainder has come from contributions from 


Switzerland and repayments. 
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Lengthy negotiations for a Sixth Replenishment of IDA were 
completed in late 1979. A resolution was then submitted to members 
calling for a U.S. $12 billion increase in IDA's resources to be paid-in 
from 1980 through 1982. Canada's share was negotiated at 4.3 per cent 
of the total or U.S. $516 million (Cdn $601.81 million). IDA VI was not 
officially activated until August 1981 when the U.S. Congress finally 
ratified American participation. The delay in the U.S.A. participation 
and their smaller than expected payments for the first two installments 
have forced IDA to reduce its lending programme, for the past two years, 
below the levels forecast during negotiations. Lending for 1981, will 


be U.S. $2.6 billion instead of the planned level of $4 billion. 


Loans and Credits 


(i) World Bank Loans 


As at December 31, 1981, the World Bank had lent a total 
of $70.2 billion (net of cancellations, terminations and refundings) 
to 100 of its 141 members. The World Bank's loans are long-term 
(15 to 20 years maturities at present) and carry conventional 
rates of interest which approach commercial rates. From 1976 
to 1979, the interest rates have been adjusted quarterly, 
based on the Bank's borrowing costs. During calendar year 
1981, the range of interest rates was from 9.60 per cent 


to 11.60 per cent. 
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(ii) IDA Credits 


As at December 31, 1981, IDA had lent $25.1 billion (net 
of cancellations, refundings and terminations) to 77 of its 
128 member countries. IDA's credits are interest-free (although 
there is a service charge of 3/4 of 1 per cent) and are extended 
for a 50-year term with 10 years' grace. Credits are made 
only to countries where per capita incomes are exceptionally 
low and which cannot meet all of their external capital require- 


ments on conventional terms. 


THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. With the addition 
of two countries in 1981, the IFC now has 120 members. The total resources 
available at the end of 1981 amounted to $1,145.1 million; these were 
derived from paid-in capital subscribed by member governments ($453.1 million), 
World Bank loans - withdrawn and outstanding ($487.2 million), loans 
from others - withdrawn and outstanding ($35.0 million), and the general 


reserve accumulated earnings ($169.8 million) which was derived from 


income on operations. 
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IFC's commitments during 1981 amounted to $733.0 million, 
bringing the total of gross commitments since inception of operations to 


$4,030.5 million in 77 countries. 


GENERAL REVIEW 


Total loans, credits and investments signed (net of cancellations, 


terminations and refundings) by the World Bank Group in 1981 and in the 


three preceding years were as follows: 


1978 1979 1980 1981 
(in millions of U.S. dollars) 
World Bank 6 ,750* 7, 275% Riso 906 9734 
IDA 2,859 esa Brae 3,688 
IFC 467 312 774 133 
TOTAL 10,076 10, 259 132685 Ap 155394 


* Including loans to IFC of $20 million in 1978, $19 million in 1979, 
$7 million in 1980, and $41.6 million in 1981. 


Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1981 according to geographical area and purpose, 
while Table II is a historical summary of loans and credits by year, 


geographical area and purpose. IFC investments and commitments are 


listed in Table III. 


Gross borrowing by the World Bank during 1981 amounted to 
$3.0 billion. The net increase during 1981 in the World Bank's borrow- 


ings was $2.7 billion, bringing the total debt outstanding to $31.6 billion. 


hay ae 


CANADA AND THE WORLD BANK GROUP 


Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada since February 1980 has been the 
Honourable Allan J. MacEachen, Deputy Prime Minister and Minister of 
Finance. Mr. Earl G. Drake serves as Canadian Executive Director on the 
Bank's Board of Directors. Mr. Drake also represents Bahamas, Barbados, 


Dominica, Grenada, Guyana, Ireland, Jamaica, and St. Lucia. 


Funds Subscribed or Contributed 


World Bank - To the end of 1981, Canada's subscription to the 
World Bank's capital stock including the Selective Capital Increase, was 
$1,341.7 million (or 3.42 per cent of the total subscription) of which 
$134.2 million (10 per cent) has been paid in. Canada's share in the 
forthcoming General Capital Increase (GCI) now underway is 3.14 per cent 
representing U.S. $1.26 billion. Canada's paid-in subscription will be 


7.5 per cent or about U.S. $94 million. 


IDA - As a Part I member of IDA, Canada had to the end of 1981 
paid in Canadian $1,437.1 million to the Association. Negotiations were 
completed in December of 1979 for a Sixth Replenishment of IDA covering 
a three-year period beginning in mid-1980. Canada's share amounts to 
Cdn. $601.81 million. During 1981, Canada contributed $164.6 million to 


IDA VI, bringing our total contribution under this replenishment to 


$341.7? million. 
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IFC = Canada's total subscription ‘to the IFC since it became a 
member of the Corporation in 1956 amounts to $26.0 million. At that 
time, Canada subscribed $3.6 million (1944 U.S. dollars) which was paid 
in full. Under the terms of the last increase in the share of IFC, 
Canada agreed to subscribe to an additional $17.4 million. Canada paid 
its first of five annual instalments in December 1977. The fourth 


instalment of $4 million was made February 1, 1981. 


Capital Increases and Replenishment 


In January 1980, the Board of Governors of the World Bank 
voted in favour of a resolution to further increase authorized capital 
by approximately $37.4 billion. Canada voted in favour, and is entitled 
to take up an additional $1.26 billion worth of shares, of which $94 million 
(7.5 per cent) would be paid in. Legislation to allow Canada to take up 


its share allocation is now being prepared. 


Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank and 
IDA, countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. No further 
maintenance of value obligations exist for IDA. For the IBRD, there is 
a minor outstanding sum related to the devaluation of the U.S. dollar 
relative to gold in the early 1970's. The Bank has agreed not to seek 


payment of this small adjustment. 


- 26 - 


World Bank Borrowings in Canada 


Over the years, the World Bank has placed nine bond issues in 
the Canadian private sector capital market, totalling the equivalent of 
U.S. $177.1 million, of which approximately the equivalent of U.S. $56.8 million 


is still outstanding. No issues were marketed in Canada in LOGL. 


Up to March 1979, the Exchange Fund Account has purchased 
portions of the two-year dollar bond issues which the World Bank has 
been offering for a number of years to central banks and other govern- 
mental agencies. Two such issues were offered in 1981 (at interest 
rates of 14.00 and 15.75 per cent respectively). The Exchange Fund 


Account did not purchase any of these bonds in 1981. 


Canadian Goods and Services for Projects Financed by 
the World Bank and IDA 


Total identifiable expenditures in Canada by the World Bank 
and IDA borrowers to December 31, 1981 were $689.06 million. Details of 


the expenditures made, by year, are provided in Table IV. 


Canadian Personnel 


There were 187 Canadian nationals on the staff of the World 
Bank Group at the end of 1981; of these, 107 were in professional positions 
for the World Bank and IDA, and 7 for the IFC; 65 were in non-professional 
positions for the World Bank and IDA, and 8 for the IFC; in other words 


3.2 per cent of the Group's professional staff were of Canadian origin. 
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Canada's Contribution as a Member of Consortia and 
Consultative Groups Organized by the World Bank 

Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to coordinate 
assistance to Bangladesh, Burma, the Caribbean, Colombia, Egypt, India, 
Kenya, Korea, Nepal, Pakistan, Philippines, Sri Lanka, Sudan, Tanzania, 
Thailand, Uganda, Zaire and Zambia. Canada is also a member of the 


Intergovernmental Group for Indonesia and OECD Consortium for Turkey. 


In 1981, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in the financing of 
projects in Bangladesh, Benin, Cameroon, Chad, Congo, India, Indonesia, 
Ivory Coast, Kenya, Madagascar, Malawi, Mali, Mauritania, Morocco, 
Pakistan, Sri Lanka, Thailand, Uganda, Upper Volta, and Zaire, by extending 
long-term development loans. Canada also participated during 1981] in 
the meetings of the Group on the Control of Riverblindness (which is 
sponsored by the Bank, the World Health Organization, the United Nations 
Development Program, and the Food and Agriculture Organization), in the 
"Consultative Group on International Agricultural Research", and in the 
"Consultative Group on Food Production and Investment in Developing 
Countries" (both sponsored by the Bank, the Food and Agriculture Organization 


and the United Nations Development Program). 
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TABLE 1 - TABLEAU 1 
World Bank Loans and IDA Credits 
Préts de la Banque mondiale et crédits de 1'AID 
January 1 - December 31, 1981/1°* janvier - 31 décembre 1981 
(Millions of U.S. dollars - en millions de dollars E.-U.) 


WORLD BANK - 1) 
BANQUE MONDIALE IDA - AID TOTAL 
tee Amount- tean Amount- Ne. Amount- 
No.-N Montant No.-N “ Montant N pi Montant 
BY AREA - REGION 
East Africa - Afrique 12 298.0 28 StI 0 40 869.0 
orientale 
West Africa - Afrique 10 638.3 24 309.6 34 947.9 
occidentale 


Europe, Middle East & 

North Africa - Europe, 

Moyen-Orient et Afrique 

du Nord 33 BavOl. 2 8 ilies) fis: 41 y Are ST RR | 
Latin America & Caribbean 

- Amérique latine et les 

Antilles 48 Se ASN 3 29.2 Sa Se 20 eu 

East Asia and Pacific - 

Asie orientale et le 


Pacifique 26 ee oD 3 sis 29 2,284.4 
South Asia - Asie du sud 3 990.0 36 2552 eS 39 eae he 
TOTAL 152 Bava oz 102 3, 68891 2345" W2eo6dss 

BY PURPOSE - OBJET 
Agriculture - Agriculture 32 1,992.0 41 36026 S BOs 2aO 


Development Finance Companies 
- Sociétés financiéres de 


développement oa 140555 8 169.5 29 ES 
Education - Education 10 407.4 9 30330 19 (ASS 
Industry - Industrie 8 T1LOLS 3 409.7 4 1, b8035 
Energy - Energie 6 141.0 5 307-0 be L760 
Non-project - Hors projet 8 866.0 2 17320 10 L059 20 
Population - Population 2 Zo = 5 ws Zoo 
Power - Energie électrique 13 o07 «5 4 430.8 17 ie SOG a 
Technical Assistance - 

Assistance technique 4 65.5 8 63.8 uy 1233 
Telecommunication - 

Télécommunications 3 da Wy Es 341.0 452.5 
Tourism - Tourisme a o = = - 
Transportation - Transport Ly TLS. 1S 302.6 26 10206 
Urban Development - 

Développement urbain 7 482.0 Ms 25.0 8 507.0 
Water Supply - Adduction 

d'eau r 480.5 4 Fa.) La 554.6 

TOTAL 132 65973.2 102 BOS 5e0 Zo pele OO) 


1) Joint Bank/IDA operations counted only once as Bank operations. 


1) Toute opération menée conjointement par la Banque et 1'AID n'est comptabilisée 
qu'une fois, au titre de la Banque. 


TABLE II - TABLEAU II 
Cumulative World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'AID cumulés aux pays en développement 
(Amounts in millions of U.S. dollars - en millions de dollars E.-U.) 


World Bank Loans IDA Credits 
Préts de la Banque mondiale Crédits de 1'AID 
Commit- Commi 
ments ments 
a Engage- ae Engage 
yore ments N ri ments | 
By Fiscal Year* - 
Année financiére* 
Cumulative to 1968 - 

Cumulé jusqu'en 1968 549 11,415.80 116 1,83 
Total 1969-1973 374 8,916.90 BE be 35 om 
Total 1974-1978 666 24,429.65 376 7,94) 
1978-1979 142 6,989.00 105 3,02] 
1979-1980 144 7, 990205 103 3,83 
1980-1981 140 8,808.90 106 3, 482 
1981-1982 (July to Dec. 1981) 42 3,414.30 af 1,099 

(joil. a déc.. 1981) 
TOTAL 2,057 71 5564.60 1,106 25, 149 
By Purpose - Objet 

(Cumulative to Dec. 31, 1981 - 

Cumulé jusqu'au 31 déc. 1981) 

Agriculture and Rural Develop- 

ment - Agriculture et 

développement rural 455 14,858.60 449 9,41 
Education - Education 120 2 (61458 108 1,442, 
Energy - Energie 20 15 386.5 14 21a 
Industrial Development and 

Finance - Développement et 

financement de l'industrie 241 8,185.9 61 73 
Industry - Industrie 136 55055. 2) 1,08 
Non-Project - Hors projet 53 mar als eek 38 2,/4 
Population and Nutrition - 

Population et alimentation 16 20283 re 28! 
Power - Energie électriqué 349 13,664.4 a2 2,94 
Small-scale a = 

Petites entreprises = = 
Technical Assistance - - 

Assistance technique 10 1O7ci oT 19% 
Telecommunications - Télécom- 

munications 55 tipo Wks 12 36 ey 958 
Tourism - Tourisme 18 363.6 6 86. 
Transportation - Transport 430 14,150.6 205 3,48 
Urban Development - Dévelop- 

pement urbain 48 1,655.4 18 452. 
Water Supply and Sewerage - 

Adduction d'eau et assainis- 

sement 99 3,414.7 52 1,016 


TOTAL 2,057 71,564.6 1,106 25,147 


* Fiscal years are those of the World Bank Group (July 1 to June 30). 


* Les années financiéres sont celles du Groupe de la Banque mondiale (du 1°" juillet au 30 j| 
1) Included in Industry 


1) Inclus dans Industrie 


TABLE III - TABLEAU III 
Summary of IFC Operations as of December 31, 1981 
Résumé des opérations de la SFI au 31 décembre 1981 


No. of Total Disbur- 
Commitments Commitments sements 
-Nombre d'enga- -Engagements -Verse- 
gements totaux* ments 


(Miiiacens: of Us? dollars - 
en millions de dollars E.-U.) 


By Fiscal Year 
- Année financiére 


1970-1971 23 101.4 G20 
1971-1972 19 PIS. 60.8 
1972-1973 bas) 14657 88.1 
1973-1974 2 Zoo Loz 
1974-1975 SL DP liee] 184.4 
1975-1976 35 PESOS 199%. 7 
1976-1977 34 206.7 259.9 
1977-1978 4l 83320 L55:.1. 
1978-1979 48 405.9 pA vee 
1979-1980 55 680.6 et Gee: 
1980-1981 45 Loe 587.4 
1981-1982 LF 196.6 339.0 
(July to Dec. 1981) 
(juil. a déc. 1981) 

Cumulative to Dec. 1981 

- Cumulé a déc. 1981 584 470805 2 OTs 9 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements - [928 - 


Net Commitments 
- Engagements nets = Dou a) 2g DAN a 


TABLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de 1'AID en 
biens et services au Canada 


To December 31, 1981 - au 31 décembre 1981 


(In millions of U.S. detiars =— 
en millions de dollars E.-U.) 


World Bank - LOA + 
Banque mondiale AID 
By Year* - Année* 
Cumulative to December 31, 1960 - 
Cumulé au 31 décembre 1960 L338 a - 
1961 Sez - 
1962 Bled - 
1963 See et 
1964 ae 1.8 
1965 5.4 204 
1966 PG 5$8 
1967 fie ees Lav? 
1968 6.3 7.8 
1969 4.4 11.0 
1970 D6 ie 
1971 Dey 282 
1972 LO" 245 
1973 ip ae 5.1 
1974 15.8 8.4 
1975 PPS L520 
1976 ZONE 10.8 
1977 34.5 4.8 
1978 20, Sete 
1979 44.4 Bat 
1980 525 128 
1981 94.3 14.5 
TOTAL 
Hae 0 13665 
Per Cent of Total Disbursements** - 
Pourcentage du total des dépenses** do 0.9 


Calendar year. 
Année civile. 


Of total World Bank disbursements ($41,558.0 million, including those in 


countries now considered developed) and IDA disbursements ($13 903.07 mall ten)- 


Du total des dépenses correspondant 4 la Banque mondiale (41,558.0 millions 
de dollars, y compris celles dans les pays maintenant considérés comme 
industrialisés) et de celles liées 4 1'AID (13,903.7 millions de dollars). 
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INTRODUCTORY NOTE 


This report reviews the operations during 1982 of the Bretton 
Woods Institutions: the International Monetary Fund (IMF) and the World 
Bank Group, which consists of the International Bank for Reconstruction 
and Development (IBRD), the International Development Association (IDA), 


and the International Finance Corporation (IFC). 


The IMF (the "Fund") and the IBRD (the "Bank") were established 
at the Bretton Woods Conference in 1944. Canadian participation in 
these institutions was authorized under the Bretton Woods Agreements Act 
of 1945. The IFC was founded in 1956 as an affiliate of the IBRD by 
means of separate Articles of Agreement. Canadian participation in the 
IDA was authorized under the International Development Association Act 


of 1960. 


The International Monetary Fund provides machinery for inter- 
national consultation and collaboration on monetary, balance of payments 
and exchange matters including the elimination of exchange restrictions 
for current payments. Its operations are traditionally financed by 
subscriptions, or "quotas", paid by member countries. These quotas 
generally reflect the relative importance of countries in the world 
economy. The IBRD and IDA have, as their main function, the extension 
of loans and credits to developing countries in order to enable them to 
finance projects which contribute to their economic development. The 
Bank obtains most of its funds by selling'bonds in private capital 
markets. The IDA's resources come mainly from governments in the form 
of interest-free advances, enabling it to make loans on soft terms. The 
IFC supplements the activities of the Bank and IDA by making and 
encouraging investments on commercial terms in productive private 
enterprises in developing member countries. Membership in the Fund is a 
prerequisite for membership in the Bank and membership in the Bank a 


prerequisite for membership in the IDA and the IFC. 


Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for all IMF transactions. 
The SDR is defined in terms of a weighted "basket" of 5 major currencies 
(the U.S. dollar, the German mark, the Japanese yen, the pound sterling, 
and the French franc) and its value on any given day reflects current 
exchange rates for those currencies. In 1982 the value of the SDR 


varied between U.S. $1.07 and $1.15. 


Detailed information on the policies and operations of the IMF 
as well as world financial and economic developments is contained in the 
following Fund publications: International Financial Statistics, the 
Annual Report on Exchange Arrangements and Exchange Restrictions, the 


Report of the Executive Board, and the World Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. U.S. dollars of the weight 
and fineness in effect on July 1, 1944 are converted to current dollars 
on the basis of a rate of $1.20635 current dollars for one 1944 dollar. 
The figures contained in this section were obtained from financial 


statements of the World Bank Group. 


Detailed information on the policies and operations of the 
World Bank Group can be found in the World Bank Annual Report and the 


International Finance Corporation Annual Report. 


INTERNATIONAL MONETARY FUND 


The International Monetary Fund promotes the smooth functioning 
of the international monetary system so as to encourage international 
trade and capital movements and, ultimately, high rates of sustainable 
economic growth, high levels of employment, and the development of the 
productive resources of member countries. In line with these general 
objectives, the Fund seeks to promote stability and order in exchange 
rates, to foster a multilateral system of settlements for current 
transactions between members, and to eliminate exchange restrictions 
that hinder world trade. Accordingly, the IMF provides short- and 
medium-term financial assistance to members faced with balance of payments 
difficulties, regardless of their degree of economic development, in 
order to enable them to correct temporary imbalances with a minimum of 
disruption to the international monetary system. It also provides, upon 


request, economic and technical assistance to member countries. 


The Fund's Executive Directors, management, and staff provide 
Postatance to the Interim Committee of the Board of Governors on the 
International Monetary System which was established in 1974. This 
twenty-two-member Ministerial Committee advises and reports to the Board 
of Governors on the management and adaptation of the international 
monetary system. The Committee held its eighteenth meeting in Helsinki 
on May 12-13, 1982, its nineteenth meeting in Toronto on September 4, 
and its twentieth meeting in Washington, on February 10-11, 1983. Until 
January 1983 the Committee Chairman was the Honourable Allan J. MacEachen, 
Deputy Prime Minister and former Minister of Finance and Governor for 
Canada. He has been succeeded by Sir Geoffrey Howe, Chancellor of the 


Exchequer for the United Kingdom. 


In 1982 four new members -- Hungary, Belize, St. Vincent, and 
Antigua and Barbuda -- joined the IMF, raising total membership to 


146 countries. 


Economic Environment 


During 1982 the world economy experienced a deep recession 
with high unemployment rates and external payments difficulties. Output 
in the industrial countries declined fractionally in 1982; high real 
interest rates and relatively flat real incomes resulted in stagnant 
domestic demand and exports to developing countries (LDCs) declined. 
Unemployment rates in industrial countries continued to rise in 1982, 
averaging 8% per cent. The non-oil LDCs experienced a decline in their 
growth rates for the second consecutive year; real GNP grew last year by 
less than 2 per cent, compared to growth rates of around 6 per cent in 
the late 1960s and early 1970s and 5 per cent in the late 1970s and 
1980. This decline in growth rates has led to serious difficulties for 
many of the countries in this group. The low growth rate in these 
countries stems from sluggish demand by the industrial countries for 
their exports, a deterioration in their terms of trade, and financial 
constraints brought on by their external debt-servicing costs. The 
major oil-exporting countries have in general weathered the world recession 
better than others. Nevertheless the recent weakening in the international 
oil market has adversely affected their export earnings, forcing many of 
these countries to scale down, and in some cases cut back, on their 


development programs. 


Progress has been made in reducing inflation, which fell in 
the industrial countries, from 9.4 per cent (as measured by the private 
consumption deflator) in 1981 to 7.5 per cent in 1982 due mainly to 
declines in the United States and the United Kingdom. Large inflationary 
differentials between countries persisted. Both short- and long-term 
nominal interest rates fell in the U.S. and in a number of other countries 
during the latter half of the year. In view of the sharp decline in 


inflation in the U.S., however, real interest rates remained high in 


that country. 


Developments in the international trade and payments system 
during 1982 were in general discouraging. After peaking in 1981 the 


volume of international trade declined by 1% per cent last year, the 


first decline since 1975. The most noteworthy aspect of the global 
balance of payments situation last year was the virtual disappearance of 
the current account surplus experienced by the members of OPEC. The 
aggregate current account deficit of the industrial countries increased 
to U.S. $25 billion from $23 billion in 1981. Much of this increase 
resulted from a movement in the U.S. balance of payments position from a 
current account surplus of $4.5 billion during 1981 to a deficit of 
around $4 billion last year. As well the surplus in the United Kingdom 
fell sharply from $12 billion in 1981 to $6 billion in 1982. The current 
account deficit of the non-oil LDCs fell by some $13 billion last year 
to $90 billion (excluding official transfers). This decline reflected 
growing financial constraints on these countries brought on by weak 
international demand and concern by commercial banks over their exposure 
in view of the declining creditworthiness of a number of countries. New 
medium-term bank credit commitments to the non-oil LDCs were lower last 
year than in 1981 and for a number of countries liquidity constraints 
reached critical proportions. Nevertheless international cooperative 
efforts were effective in ensuring the system's continued smooth performance. 
In response to the liquidity squeeze many countries moved to correct 
their external imbalances and restore their creditworthiness by adopting 
economic stabilization programs. Many of these programs are being 


implemented in cooperation with financial support from the Fund. 


During 1982 the U.S. dollar continued to appreciate against 
most other major currencies. On a year-over-year basis the dollar 
appreciated by about 12 per cent against the currencies of the European 
Monetary System (EMS). It increased by over 23 per cent against the 
Belgian franc and by 20.9 per cent against the French franc. It rose by 
15° pers cent in relation to the pound sterling and by 12.9 per cent 
against the Japanese yen (although part of the dollar's increase against 
the yen was offset in the latter months of the year). The U.S. dollar 
rose by 2.9 per cent against the Canadian dollar. Most of developing 
countries continued to peg their currencies to that of a major trading 


partner or to a basket of currencies. 


Activities of the Fund 


The growing difficulties that many non-oil LDCs encountered in 
financing their current account deficits were a major concern of the 
Fund throughout 1982. Although OPEC's current account surplus has 
fallen dramatically since the second oil price increase in 1979-80, the 
large deficit experienced by the non-oil developing countries has declined 
at a much slower rate. Combined with sluggish export markets and rising 
interest rates these large deficits led to a growing debt-servicing 
burden which for a number of countries reached unsustainable levels. At 
the September meeting of the Interim Committee concerns were raised 
about the indebtedness of the non-oil LDCs. An aspect of the situation 
which received particular attention was the deterioration in the credit- 
worthiness of many of these countries and the resultant adverse impact 
on international bank lending. It was noted that the balance of payments 
difficulties faced by the non-oil LDCs could be attributed, to a consider- 
able extent, to external factors such as the international recession, 
deteriorating terms of trade, and high interest rates. Nevertheless a 
substantial part of their difficulties was attributed to unduly expansionary 
financial policies. Regardless of the causes of their payments difficulties, 
however, it was thought to be essential for the non-oil LDCs to implement 
appropriate adjustment measures, particularly in view of the sensitivity 
of private capital markets. Although there was continued support for 
substantial financial assistance to deficit countries from the Fund it 
was also seen as critically important that balance of payments adjustment 
be promoted. Stabilization programs agreed to by members drawing on the 


IMF provide the necessary reassurance to encourage private lenders as 


well. 


The extensive resources that have been committed by the Fund 
through its lending facilities in recent years have sharply increased 
its financial requirements. In order to protect its liquidity 
position -- which must be adequate to meet the needs of potential as 
well as actual deficit countries -- and ensure its operational 


effectiveness the Fund has engaged in borrowing programs, initially 


through the Supplementary Financing Facility (SFF) and more recently 
through the Enlarged Access Program (EAP), utilizing funds provided by 


member countries to supplement its own resources. 


Although the membership supports this borrowing the consensus 
is that it should be a bridging mechanism and that quota subscriptions 
should be the main source of Fund financing. In line with this a high 
priority was given last year to obtaining early completion of the Eighth 
General Review of Quotas; agreement on a quota increase was reached by 
the Interim Committee in February, 1983, providing for a 47.5 per cent 
increase in the overall level. In addition to a general increase in 
quotas it was recognized that the Fund should make special provisions to 
ensure that its resources would be adequate to cope with large-scale 
financial assistance to countries whose balance of payments difficulties 
threaten the stability of the international financial system. To this 
end agreement has been reached to expand the size of the General Arrangements 
to Borrow and extend the use of this facility beyond the participants 
(the "Group of Ten" industrial countries) to the full membership of the 
IMF. 


Access to the Fund's Resources 


The quotas of members in the IMF are of central importance 
both from a political and economic standpoint. Politically, a member's 
voting rights are determined by the size of its quota. As well, quotas 
are an important determinant of membership on the Executive Board, which 
manages the day-to-day operations of the Fund, as well as on the Interim 
Committee whose composition is patterned on that of the Executive Board. 
From an economic standpoint, the subscriptions of members, the major 
source of the IMF's financial resources, are equal to their quotas. In 
addition a member's drawing capacity on IMF financial resources for 
balance of payments support is based on the size of its quota. Members' 


quotas are also used as the basis for determining allocations of SDRs. 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can 
draw on the reserve tranche and four normal credit tranches, each amounting 
to 25 per cent of their quotas. Drawings beyond the first credit tranche 
are phased under "stand-by" arrangements tied to performance criteria 
associated with stabilization programs. Members can also use three 
permanent facilities created for specific purposes: the Compensatory 
Financing Facility (CFF) created in 1963 to assist members in covering 
balance of payments problems brought on by a short-term decline in their 
export earnings and more recently temporary increases in cereal imports; 
the Buffer Stock Facility (BSF) created in 1969 to help members with 
balance of payments difficulties finance their participation in inter- 
national buffer stock arrangements; and the Extended Fund Facility (EFF) 
created in 1974 for members suffering from balance of payments problems 
resulting from structural maladjustments. EFF programs cover drawings -- 
up to 140 per cent of a member's quota -- phased over periods up to 


three years and are also subject to performance criteria. 


In addition, the Fund operated a temporary Oil Facility in 
1974-75, financed through loans from members with strong payments positions, 
in order to assist members in financing payments deficits arising from 
the sudden increase in oil prices. As well, the Supplementary Financing 
Facility (SFF) (used in conjunction with drawings on the second and 
higher credit tranches and the EFF) helped members to finance payments 
deficits that were exceptionally large in relation to their quotas. The 
facility, which used resources borrowed from monetary authorities, 
started operating in early 1979; its resources were largely committed by 
1981. In order to continue providing additional conditional resources 
to help members with large payments deficits and adjustment problems the 
SFF has been superseded by the Enlarged Access Program (EAP) which is 


also financed through borrowed funds and which allows drawings beyond 


the normal credit tranches. 


In addition to facilities in the General Resources Account, 
members participating in the Special Drawing Rights Department have, 


Since January 1970, been able to use SDRs in transactions with the Fund 


or with other participants as a means of either obtaining other members’ 
currencies or redeeming their own. All Fund members participate in the 


SDR Department. 


Operations of the Fund 


Total financial assets of the Fund as of December 31, 1982, 
were over SDR 70 billion. Holdings of members' currencies totalled 
SDR 63 billion (a large part of these assets, however, are not available 
for lending since they are the currencies of members with weak external 
positions or low international reserves), SDRs held by the Fund amounted 
to almost SDR 4 billion, and its gold holdings amounted to SDR 3.6 billion 
valued at SDR 35 per fine ounce. As well, some SDR 5.7 billion was 


available to the Fund under the General Arrangements to Borrow. 


As is displayed in the following table, the flow to member 
countries of Fund-related resources in 1982 was SDR 8.8 billion 
(SDR 7.2 billion net of repurchases). This compares to SDR 11.5 billion 
in 1981 (SDR 9.4 billion net of repurchases). The decline reflects the 
termination of the Trust Fund in 1981 and the fact that no SDRs were 
allocated in 1982. The flow of funds to member countries included 
drawings on the Fund's General Resources Account (GRA), the SFF Subsidy 
Account, and the Oil Facility Subsidy Account. Of this total some 
SDR 8.2 billion became available to non-oil developing countries (of 
which SDR 7.1 billion was net of repayments), compared to SDR 10.4 billion 
(SDR 7.5 billion net of repayments) in 1981. 


As a result of the continued need for payments assistance and 
the scope of the enlarged access program the amount of financing provided 
through the GRA increased dramatically in 1982. As Table I indicates, 
members' purchases (i.e., drawings on the Fund's resources) increased by 
24 per cent, reaching SDR 8.8 billion compared to SDR 7.1 billion in 
1981. Net of repayments this represents an increase from SDR 5 billion 
to SDR 7 billion. Purchases under the reserve tranche, which a member 
with balance of payments difficulties can draw on automatically, increased 


by SDR 704 million while CFF drawings increased by SDR 1.7 billion. As 
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a result of depressed commodity prices and the renewal of a number of 
international commodity agreements drawings on the Buffer Stock Financing 
Facility amounted to SDR 144 million in contrast to no drawings in 

either 1981 or 1980. Drawings from the credit tranches and the EFF fell 
last year to SDR 4.7 billion from SDR 5.5 billion in 1981. Drawings 

from the credit tranches in 1982 included purchases in the first credit 
tranche which did not involve stand-by arrangements totalling SDR 0.2 billion. 
Over 55 per cent of the drawings under the credit tranches and the EFF 


were financed through resources borrowed by the IMF from monetary authorities. 


a 


Tabtest 


Flow of Resources by Fund 1981-82 
(in millions of SDRs) 


1981 1982 
Total Purchases 7,082 8,784 
Reserve Tranche 310 1,014 
Credit Tranches 3,437 23545 
(through SFF) (1,469) (983) 
(through EAP) (306) (491) 
Buffer Stock - 144 
Compensatory Financing 1,242 259,72 
Extended Facility 2,092 2539 
(through SFF) (571) Ci23)) 
(through EAP) (481) (354) 
Total Repurchases 2,091 ALLS 25 Wp 
Net Purchases 4,991 T1467 
SDR Allocations 4,000 . 
Trust Fund Loans 368 = 
SFF Subsidy Account 23 44 
Oil Facility Subsidy Account 50 9 
Total Flow of Resources 1M 523 85.507 


Total Flow Net of Repurchases 9,432 L200 
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The increase in the relative importance of drawings from 
"unconditional" facilities (i.e. reserve tranche, first credit tranche. 
CFF and BSF) last year is due to several factors including the rotational 
nature of Fund lending, depressed export markets, and differences in the 
timing of drawings between the new stand-by or extended arrangements 
entered into last year and the CFF loans which often accompanied them. 

In part, however, the decline in drawings from upper credit tranches and 
the EFF was due to the fact that a number of countries became ineligible 
for drawings under stand-by or extended arrangements as a result of 


their failure to meet the performance criteria under those arrangements. 


The large payments deficits last year and the need for economic 
adjustment programs resulted in large amounts continuing to be committed 
under stand-by and extended arrangements. Net lending activity of the 
Fund (composed of the actual disbursement of resources through the 
General Resources Account and undisbursed resources committed under 
stand-by and extended arrangements net of repayments) reached SDR 
18.2 billion last year compared to SDR 18.0 billion in 1981. As of 
December 31, 1982 there were 32 stand-by and extended arrangements in 
effect, for a total amount of SDR 17.5 billion (compared to a total 
of SDR 17.9 billion at the end of 1981). Of this total SDR 11.1 billion 
was in undrawn balances. All of these commitments were to non-oil 
developing countries. New loan commitments under stand-by and extended 
arrangements fell to SDR 2.4 billion in 1982, as compared to new commit- 
ments of SDR 12.1 billion in 1981. The reduction partly reflects 


cancellations of previous arrangements of SDR 4.1 billion last year. 


The total amount of SDRs in circulation in 1982 was SDR 21.4 billion. 
Total transfers of SDRs between members and with the IMF's General 
Resources Account during 1982 amounted to SDR 12.2 billion, compared to 
SDR 7.6 billion in 1981. This represents the highest level of activity 
in any year since the SDR was created in 1970. Transactions with 
designation (in which countries designated by the IMF provide their 
currencies to countries with balance of payments problems in exchange 


for SDRs) amounted to SDR 3.5 billion compared to SDR 1.8 billion in 
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1981. The bulk of these transactions involved the simultaneous purchase 
of SDRs from the Fund as part of IMF balance of payments loans. Trans- 
actions by bilateral agreement among members rose to SDR 1.5 billion in 
1982 from SDR 0.9 billion in 1981. As well transfers of SDR 0.1 billion 
were effected in operations between participants and intergovernmental 
financial institutions as part of the provision of loans or the settlement 
of financial obligations. Transfers of SDRs from the GRA, mainly to 
members drawing on the Fund but also in repayments of Fund borrowings 
under the Oil Facility and in payments of interest on Fund borrowing, 
totalled SDR 4.1 billion. Amounts transferred to the Fund's GRA for 
repurchases, payments of charges, and quota payments amounted to 

SDR 2.8 billion. Consequently the GRA's holdings of SDRs declined last 
year to SDR 3.7 billion compared to SDR 5 billion at the end of 1981. 


IMF Relations with Canada 


Canada's quota in the IMF is currently SDR 2,035.5 million. 
(As a result of the Eighth General Quota Review, this will increase to 
SDR 2,941 million.) Fund holdings of Canadian dollars as of December 31, 
1982, amounted to SDR 1,717.3 million or 84.4 per cent of quota. Canada's 
reserve position in the Fund (the amount that can be drawn on demand for 
balance of payments purposes) was SDR 331.1 million at year-end, of 
which SDR 12.7 million represented loans to the Fund to finance drawings 
under the SFF. There were no purchases made in Canadian dollars during 


1982. Canadian dollars were used in repurchases amounting to SDR 15.2 million. 


Revenues received by Canada in 1982 from the Fund amounted to 
SDR 47.4 million. Of this, SDR 1.8 million represented interest on SFF 
loans, and SDR 7.2 million interest on Canada's net creditor position in 
the General Account. Interest charges by Canada of SDR 101.6 million 


were incurred on allocated SDRs and earnings on SDR holdings amounted to 


SDR 33 million. 


- 13 - 


As a participant in the financing of the Fund's Enlarged 
Access Program Canada established a line of credit of SDR 50 million in 
1981. This amount was committed under a two-year stand-by facility with 
the Bank for International Settlements (BIS) with a corresponding line 
of credit made available by the BIS in favour of the IMF. This line of 
credit had not been drawn against by the end of 1982. 


Canada's cumulative allocation of SDR remained at SDR 779.3 million 
during 1982. At the end of the year Canada's holdings of SDRs amounted 


to SDR 64.2 million or 8.2 per cent of its cumulative allocation. 


A team of IMF officials came to Ottawa in October 1982 as part 
of the annual consultation procedure under Article IV of the Fund's 


Articles of Agreement. 


During 1982 the Honourable Allan J. MacEachen represented 
Canada on the Board of Governors. In early 1983 he was succeeded by the 
Honourable Marc Lalonde, Minister of Finance. Canada was represented on 
the Fund's Executive Board by Mr. R.K. Joyce. Mr. Joyce also serves as 
Director for Ireland, Jamaica, Bahamas, Barbados, Belize, St. Lucia, 


Grenada, Antigua, Dominica, and St. Vincent. 


me ee 
THE WORLD BANK GROUP 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD OR WORLD 
BANK), AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to help 
raise living standards in the developing world by channeling loans, and 


credits to developing member countries. 


The World Bank and IDA differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free advances 
from Governments for the bulk of its resources and thus can make loans 
on much softer terms. Otherwise, the World Bank and IDA have similar 


policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and its eligibility for World Bank or IDA financing. 


By giving continuous attention to the economic situation of 
developing member countries, the World Bank also seeks to help such 
countries make more effective use of all resources at their disposal, 
both domestic and foreign. It does so by providing assistance in 
formulating development policies, establishing development organizations, 
drawing up investment programmes for specific sectors and regions, 
identifying and preparing projects for financing, and encouraging the 
coordination of development assistance from bilateral and multilateral 
agencies. In recent years, the World Bank has been paying particular 


attention to the problem of greater equity in the distribution of benefits 


from development. This has meant increased emphasis on the type of 
projects which affect the living conditions of the poorest groups in the 
developing world, e.g., agriculture, population planning, and urban 


housing. 


In respect of coordination, the World Bank has been active in 
establishing 21 ongoing aid coordination groups for recipient countries, 
and is participating in two additional groups, one chaired by the Netherlands 
and the other by the OECD. Upwards of 36 nations and more than a dozen 
international agencies have been associated with one or more of these 
aid-coordinating activities. (Canada's participation in World Bank 
Consortia and Consultative Groups, as well as other aspects of World 
Bank Activity, is described in a separate section of this report entitled 


"Canada and the World Bank Group". ) 


The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Program 
(UNDP), the United Nations' specialized agencies, the regional development 
banks and the Organization for Economic Cooperation and Development. 

For example, the World Bank and the United Nations exchange information 
and coordinate technical assistance and other development activities 
through a high level liaison committee, and the Bank Group has acted as 
an executing agency for a number of pre-investment studies financed by 
the UNDP. Also, the World Bank and the IMF established in 1974 a Joint 
Committee of the Boards of Governors of both institutions to seek ways 
to improve the flow of financial assistance to developing countries. 
This Committee, referred to as the Development Committee, met twice 


during 1982 at the Ministerial level. 


Resources 


(a) World Bank Resources 


The World Bank's funds are provided primarily from three 


sources: 


(i) Paid-in capital 

Of authorized capital of $86.4 billion at the end of 1982, 
$57.7 billion had been subscribed and $5.3 billion of this 
amount had been paid in. Agreement was reached in January 
1980, to increase the authorized capital of the Bank by some 
$40 billion over a five year period, ending in mid-1986. Of 
this increase, 7.5 per cent will be paid in, while the rest 
will remain callable and be used to support capital market 


borrowings. 


(ii) Borrowing 
As of December 31, 1982, the World Bank had outstanding 
borrowings of $36.0 billion. 


(iii) Net Income from Operations 
As of December 31, 1982, undistributed retained earnings 
amounted to approximately $4.04 billion. Net income in 1982 


was $724.9 million as compared with $626.5 million in 1981. 
(b) IDA Resources: 


IDA's loanable resources ($26.2 billion) have been derived 
largely from budgetary allocations from its Part I member governments, 
most of which are developed countries. Total resources made available 
or committed, including qualified commitments, to IDA from the beginning 
of its operations to the end of 1982 were approximately $28.5 billion. 
Other resources that have become available to IDA since its inception 
totalled $2.0 billion. These were largely derived from transfers by the 
World Bank of a portion of its net earnings to IDA ($1.7 billion). The 


remainder has come from contributions from Switzerland and repayments by 


IDA borrowing countries. 
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Lengthy negotiations for the Sixth Replenishment of IDA were 
completed in late 1979. A resolution was then submitted to members 
calling for a U.S. $12 billion increase in IDA's resources to be paid-in 
from 1980 through 1982. Canada's share was negotiated at 4.3 per cent 
of the total or U.S. $516 million (Cdn. $601.81 million converted as of 
October 5, 1979). IDA VI was not officially activated until August 1981 
when the U.S. Congress finally ratified American participation. The 
delay in the U.S.A. participation and their smaller than expected payments 
for the first two installments have forced IDA to reduce its lending 
programme, for the past two years, below levels forecasted during 


negotiations. 


In addition, because the U.S.A. decided to make its contributions 
over four years (IDA fiscal years 1981-84)! rather than the three year 
period (1981-83) later agreed to by all participants, there was a real 
possibility that IDA lending would experience a drastic reduction during 
this fourth year. Consequently, all donor countries with the exception 
of the U.S.A., agreed in Toronto during the Bank's annual meeting in 
September 1982, to make a special contribution totalling nearly $2 billion, 
in order to avoid a serious reduction in IDA lending during IDA fiscal 
year 1984. Canada played an active role in bringing about the compromise 
which will maintain IDA's lending in the 1984 fiscal year at a level at 


least equal to the previous three years. 


IDA lending for 1982 was U.S. $2.6 billion instead of the 
planned level of $4.1 billion. Projected lending for fiscal year 1983 
will be a little over U.S. $3 billion instead of the previously projected 
U.S. $4.4 billion. The planned lending level for fiscal year 1984 
should be approximately U.S. $3 billion. 


World Bank and IDA fiscal year is July 1 - June 30. 


=e. = 
Loans and Credits 


(i) World Bank Loans 


As of December 31, 1982, the World Bank had approved 
loans cumulatively totalling $79.7 billion (net of cancellations, 
terminations and refunds) to 99 of its 144 members. The World 
Bank's loans are long-term (15 to 20 years maturities at 
present) and carry rates of interest which approach commercial 
rates. From: 1976 to July’ 1, 1982,;°the’interest rates were 
adjusted quarterly, based on the Bank's borrowing costs plus a 
spread of approximately 50 basis points to cover the Bank's 
administrative costs. On January 5, 1982, the Bank approved a 
front-end fee of 1.5 per cent in order to provide additional 
income. At the end of June 1982, the Bank's lending rate was 


11.6 percent. 


Starting from July 1, 1982, the World Bank introduced a 
new interest rate policy under which the lending rate on all 
future loans would be changed twice yearly, instead of being 
fixed for the duration of the loan as they had been previously. 
The rate would be determined on the basis of the average cost 
of a "pool" of World Bank funded debt plus 50 basis points for 
administrative costs. This "pool" would include all World 
Bank borrowings made on or after July 1, 1982. The adoption 
of what, is in effect, a variable interest rate system was a 
significant departure from previous World Bank policy. However, 
in the face of rising interest costs and reduced access to 
long-term borrowing opportunities, the World Bank felt that it 
needed to better cover the interest rate risk borne by the Bank 
when it lent long-term and to have greater flexibility to tap 
the short-term and variable rate financial markets for its 
borrowings. Since adopting this new lending rate policy, the 
World Bank's lending rate has fallen below 11 percent and on 


December 31, 1982, was 10.43 percent. 
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(ii) IDA Credits 


As at December 31, 1982, IDA had lent $27.6 billion (net 
of cancellations, refunds and terminations) to 78 of its 131 
member countries. IDA's development credits are interest-free 
(although there is a service charge of 3/4 of 1 per cent on 
disbursed balances) and are extended for a 50-year term with 
10) yearns ‘sigrace. On January 5, (1981, in an effort to increase 
the funds available to IDA and to reduce IDA's operating 
deficits, the Board of Directors authorized a commitment fee 
for IDA development credits of 0.5 per cent on undisbursed 


balances. 


THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. With the addition 
of three countries in 1982, the IFC now has 123 members. The total 
resources available at the end of 1982 amounted to $1,255.4 million; 
these were derived from paid-in capital subscribed by member governments 
($531.7 million), World Bank loans - drawn and outstanding ($498.4 million), 
loans from others - drawn and outstanding ($35.0 million), and the 
accumulated earnings ($190.3 million) which was derived from income on 


operations. 


IFC's commitments during calendar year 1982 amounted to 
$382.5 million, bringing the total cumulative gross commitments since 


inception of operations to $4,419.1 million in 80 countries. 
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GENERAL REVIEW 


Total loans, credits and investments signed (net of cancellations, 
terminations and refunds) by the World Bank Group in 1982 and in the 


three preceding years were as follows: 


1979 1980 1981 1982 
(in millions of U.S. dollars) 
World Bank 7,275%* 8,753*  8,973*  9,676%* 
IDA 2,672 3,741 3,688 2,824 
IFC 312 774 F636: 383 
TOTAL 10,259 13,268  _.13,394 = 12,665 


* Including loans to IFC of $19 million in 1979, $7 million in 1980, 
$41.6 million in 1981, and $11.2 million .in.1937. 


Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1982 according to geographical area and purpose, 
while Table II is a historical summary of loans and credits by year, 
geographical area and purpose. IFC investments and commitments are 


listed in Table III. 


Gross borrowing by the World Bank during 1982 amounted to 
$4.41 billion. The net increase during 1982 in the World Bank's borrow- 


ings was $4.35 billion, bringing the total debt outstanding to $36.5 billion. 


CANADA AND THE WORLD BANK GROUP 


Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada during 1982 was the Honourable 
Allan J. MacEachen, Deputy Prime Minister. In August of 1982, 
Mr. Bernard J. Drabble, Associate Deputy Minister, Department of Finance, 
Was appointed as the Alternate Governor for Canada of the World Bank 
Group, replacing Mr. Marcel Massé, President of CIDA. Mr. Earl G. Drake 
served as the Canadian Executive Director on the Bank's Board of Directors 
until September, 1982. At the annual meeting of the World Bank held in 


Toronto in September .1982, Mr. Morris Miller was elected as Canada's 
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Executive Director on the Bank's Board, replacing Mr. Drake. Mr. Miller 
also represents Bahamas, Barbados, Dominica, Grenada, Guyana, Ireland, 


Jamaica, and St. Lucia. 


Funds Subscribed or Contributed 


World Bank - To the end of 1982, Canada's subscription to the 
World Bank's capital stock was $1,214.8 million of which $138.2 million 
(Cdn. $152.6 million) has been paid in. Canada's share in the forthcoming 
General Capital Increase (GCI) now underway is 3.14 per cent representing 
Hes, peo Ot bl1on, (or 91.0416 billion in’ 1944 U.S. dollars).. Canada's 


paid-in subscription will be 7.5 per cent or about U.S. $94 million. 


IDA - As a Part I member of IDA, Canada had to the end of 1982 
paid $1,407.4 million (Cdn. $1,580.1 million) to the Association. 
Negotiations were completed in December of 1979 for a Sixth Replenishment 
of IDA covering a three-year period which began in mid-1980. Canada's 
share amounts to $516.0 million (Cdn. $601.81 million). During 1982, 
Canada contributed $115.6 million (Cdn. $143.0 million) to IDA VI, 
bringing our total contribution under this replenishment to $404.4 million 
(Cdn. $487.4 million). In 1982, Canada also committed to provide an 
additional Canadian $200.6 million as a special contribution, together 
with the other Part I members, except the U.S.A., in order to maintain 
IDA's lending program in its fiscal year 1984 and prevent it from 


experiencing a serious decline as a result of delays in U.S.A. contributions. 


IFC - Canada's total subscription to the IFC since it became a 
member of the Corporation in 1956 amounts to $21.7 million. Canada's 
original subscription was $4.3 million. Under the terms of the last 
increase in the shares of IFC, Canada agreed to subscribe to an additional 
$17.4 million. Canada paid its first of five annual instalments in 
December 1977. The fifth and last instalment of $3.47 million was made 
January 29, 1982. 
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Capital Increases and Replenishment 


In January 1980, the Board of Governors of the World Bank 
voted in favour of a resolution to further increase authorized capital 
by approximately $40.0 billion. Canada voted in favour, and is entitled 
to take up an additional $1.26 billion worth of shares (equal 1.041 billion 
1944 U.S. dollars), of which $94 million (7.5 per cent) would be paid 
in. Amendments to the Bretton Woods Agreements Act to permit Canada to 
take up its share allocation were passed by Parliament in November 1982, 


with Royal Assent given on December 16, 1982. 


Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank, 
countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. When the U.S. 
dollar was devalued relative to gold in the early 1970's, a number of 
countries incurred maintenance of value obligations on their share of 
paid-in capital subscriptions and contributions. The World Bank agreed 
not to seek payment of these obligations. Maintenance of value obligations 


do not exist for IDA contributions. 


World Bank Borrowings in Canada 


Over the years, the World Bank has placed nine bond issues in 
the Canadian private sector capital market, totalling the equivalent of 
$170.0 million, of which approximately the equivalent of $63.4 million 
is still outstanding. No issues were marketed in Canada in 1982. A 
private placement of Canadian $60 million (U.S. $48.8 million) was made 
by the World Bank in 1982 through the Saudi Arabian Monetary Authority 
as part of a much larger borrowing which included five different currencies. 
At December 31, 1982, the Bank's outstanding borrowing denominated in 


Cdn. dollars aggregated the equivalent of U.S. $102.2 mijjqvon. 
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Up to March 1979, the Exchange Fund Account purchased portions 
of the two-year dollar bond issues which the World Bank has been offering 
for a number of years to central banks and other governmental agencies. 


The Exchange Fund Account did not purchase any of these bonds in 1982. 


Canadian Goods and Services for Projects Financed by 
the World Bank and IDA 


Total identifiable expenditures in Canada by World Bank and 
IDA borrowers to December 31, 1982 were $779.1 million. Details of the 


expenditures made, by year, are provided in Table IV. 


Canadian Personnel 


There were 194 Canadian nationals on the staff of the World 
Bank Group at the end of June 1982; of these, 120 were in professional 
positions for the World Bank and IDA, and 16 for the IFC; 52 were in 
non-professional positions for the World Bank and IDA, and 6 for the 
IFC; Canadians accounted for about 3.2 per cent of the Group's professional 


staff in 1982. 


Canada's Contribution as a Member of Consortia and 


Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to coordinate 
assistance to Bangladesh, the Caribbean (CGCED), Colombia, Egypt, India, 
Kenya, Nepal, Pakistan, Peru, Sri Lanka, Sudan, Tanzania, Thailand, 
Uganda, Zaire and Zambia. Canada is also a member of the Inter- 


governmental Group for Indonesia. 


In 1982, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in the financing of 
projects in Cameroon, Congo, Egypt, Ghana, Guyana, Indonesia, Ivory 


Coast, Kenya, Leeward, Windward Islands, Madagascar, Mali, Mauritania, 


ee 


Morocco, Pakistan, St-Lucia, St-Vincent, Thailand, Uganda, Upper Volta, 
and Zaire. Canada also participated during 1982 in the meetings of the 
Joint Program Committee of the Onconcerciasis Control Program sponsored 

by the Bank, the World Health Organization, the United Nations Development 
Program, and the Food and Agriculture Organization, in the "Consultative 
Group on International Agricultural Research", and in the "Consultative 
Group on Food Production and Investment in Developing Countries" (both 
sponsored by the Bank, the Food and Agriculture Organization and the 


United Nations Development Program). 


Canada also participated in a global inter-regional project 
funded through the UNDP and implemented through the IBRD, called the 
Information and Training Program in Low Cost Water and Sanitation 


Techniques. 


TABLE 1 - TABLEAU 1 
World Bank Loans and IDA Credits 
Préts de la Banque mondiale et crédits de 1'AID 
January 1 - December 31, 1982/17 janvier - 31 décembre 1982 
(Millions of U.S. dollars - en millions de dollars E.-U.) 


WORLD BANK - 


BANQUE MONDIALE IDA - AID roraL!? 
rs Amount- Wie Amount- Ne. Amount- 
No.-N Montant No.-N Montant N Montant 
BY AREA - REGION 
East Africa - Afrique 9 294.5 33 667.4 42 961.9 
orientale 
West Africa - Afrique 10 575.0 28 322.0 38 897.0 
occidentale 


Europe, Middle East & 

North Africa - Europe, 

Moyen-Orient et Afrique 

du Nord 34 eee 11 87.0 45 Ly ovina 
Latin America & Caribbean 

- Amérique latine et les 

Antilles 45 2559350) 6 60.0 op 2,093«9 

East Asia and Pacific - 

Asie orientale et le 


Pacifique 39 2,915.8 4 Eo a4 43 39,0917 2 
South Asia - Asie du sud 10 SE ay eyes) 23 les ize 2 33 25 785ed 
TOTAL 147 9,676.4 105 2,824.0 2520 2250074 

BY PURPOSE - OBJET 
Agriculture - Agriculture 38 2.00255 30 935.6 68 23930-1 


Development Finance Companies 
- Sociétés financiéres de 


développement 13 991.0 6 TSGre, 19 1s tah 
Education - Education 10 SYA Ube 10 175% 6 20 545.9 
Industry - Industrie 17 1,159.4 4 oe) 21 1,209.6 
Energy - Energie 9 709.8 di 38.4 16 747.9 
Non-project - Hors projet 5 651.6 Z 330.0 7 981.6 
Population - Population 1 Sie ps S, 48.5 4 82.0 
Power - Energie électrique 11 1,300.4 9 329-30 20 1,629.9 
mechnical Assistance - 

Assistance technique 4 Zoa0) 10 Goes 14 Biber 
Telecommunication - 

Télécommunications 3 226.8 2 30.5 2) PAs eres. 
Tourism - Tourisme => = * = = a 
Transportation - Transport 18 Polos 14 BOG... | 32 2 .0L0eS 
Urban Development - 

Développement urbain 10 408.9 2 25.9 ie 433.9 
Water Supply - Adduction 

d'eau 8 288.5 6 142.0 14 430.5 

TOTAL 147 9,676.4 105 2,824.0 252° 1 (h2y50084 


1) Joint Bank/IDA operations counted only once as Bank operations. 
1) Toute opération menée conjointement par la Banque et 1'AID n'est comptabilisée 
qu'une fois, au titre de la Banque. 


TABLE II - TABLEAU II 
Cumulative World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'AID cumulés aux pays en développement 
(Amounts in millions of U.S. dollars - en millions de dollars E.-U.) 


World Bank Loans IDA Credits 
Préts de la Banque mondiale Crédits de 1'AID 
Commit- 
No. ieee Ne 
ieee ments NEG 
By Fiscal Year* - 
Année financiére* 
Cumulative to 1968 - 
Cumulé jusqu'en 1968 549 11,418.10 116 
Total 1969-1973 374 8,917.80 243 
Total 1974-1978 666 24,31 2a ao 376 
1978-1979 142 6,989.00 105 
1979-1980 144 7,644.20 103 
1980-1981 140 8,808.90 106 
1981-1982 150 10,329.60 97 
1982-1983 (July 82 - Dec. 82) 39 Ey t OL GLU 35 
TOTAL 2,204 81,241.00 12d 
By Purpose - Objet 
(Cumulative ‘tolDec. 31, 193sie- 
Cumulé jusqu'au 31 déc. 1981) 
Agriculture and Rural Develop- 
ment - Agriculture: et 
développement rural 493 16, 836.0 479 
Education - Education 130 2d Ot 118 
Energy - Energie 36 2,096.3 21 
Industrial Development and 
Finance - Développement et 
financement de l'industrie 254 9,176.9 67 
Industry - Industrie 152 6,995.7 ad 
Non-Project - Hors projet 58 SoG. 40 
Population and Nutrition - 
Population et alimentation iy 285.8 15 
Power - Energie électriqug 360 14,964.7 61 
Small-scale ee “= 
Petites entreprises = = 
Technical Assistance - 
Assistance technique 14 130.6 47 
Telecommunications - Télécom- 
munications 58 COZ 29 989.2 
Tourism - Tourisme 18 363.6 6 86.7 
Transportation - Transport 449 15 ,680.0 219 3,987.9 
Urban Development - Dévelop- | 
pement urbain 58 2,064.3 20 477.0 
Water Supply and Sewerage - | 
Adduction d'eau et assainis- 
sement 107 3,703.2 Pass 1,158m 
TOTAL 2,204 81,241.0 ert 27,971m 


* Fiscal years are those of the World Bank Group (July 1 to June 30). 


* Les années financiéres sont celles du Groupe de la Banque mondiale (du 1°" juillet au 30 ju 
1) Included in Industry 


1) Inclus dans Industrie 


TABLE III - TABLEAU III 
Summary of IFC Operations as of December 31, 1982 
Résumé des opérations de la SFI au 31 décembre 1982 


No. of Total Disbur- 

Commitments Commitments sements 
-Nombre d'enga- -Engagements -Verse- 
gements totaux* ments 


(Millions of U.S. dollars - 
en millions de dollars E.-U.) 


By Fiscal Year 
- Année financiére 


1967-1970 - - - 
1970-1971 23 101.4 TRARY 
1971-1972 19 1256 60.8 
1972-1973 25 14627 88.1 
1973-1974 32 203.4 L6225 
1974-1975 Suh 1 ba Bey 184.4 
1975-1976 33 PANES 8: 199.7 
1976-1977 35 20657 259.9 
1977-1978 40 33520 jets at 
1978-1979 46 405.9 205.4 
1979-1980 54 649 .6 SELES 
1980-1981 45 ew ere! 587.4 
1981-1982 46 380.1 5o052 
1982-1983 (July-Dec. 82) 19 198.0 196.4 

Cumulative to Dec. 1981 

- Cumulé a déc. 1981 632 4,419.1 Syne | 88 ate. 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements - 208.8 = 


Net Commitments 
- Engagements nets = AY210.3 ei: epee 


TABLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de 1'AID en 
biens et services au Canada 


To December 31, 1982 - au 31 décembre 1982 


(In millions of U.S. dollars - 
en millions de dollars E.-U.) 


World Bank - LDA. 
Banque mondiale AID Total 
By Year* - Année* 
Cumulative to December 31, 1960 - 
Cumulé au 31 décembre 1960 3325 = L3o73 
1961 8.2 - 8.2 
1962 Sak 5 Sim 
1963 Se 71-4 13 he 
1964 iy Lod Ota 
1965 5.4 pe | Sn 
1966 11.6 ae o 16.9 
1967 13 a2 BON 27.9 
1968 6a3 7 ee 4 14.1 
1969 4.4 liad 15 34 
1970 2-6 ta 8.9 
1971 AS we E pp? 1336 
1972 1c ies L208 
1973 12.4 ae 1? 23 
1974 ibs jes: 8.4 24.2 
1975 2258 TO 31a 
1976 VANE 10.8 3655 
1977 Soy 4.8 39° 
1978 26.51 oe 31-4 
1979 44.4 op 52 8 
1980 S51a5 (Gis 59.2 
1981 94.3 ae Ss 108.8 
1982 igs 18.6 90.0 
TOTAL 624.0 AM peg 1194 
Per Cent of Total Disbursements** - 
Pourcentage du total des dépenses** Ie 0.9 lz 


Calendar year. 
Année civile. 


Of total World Bank disbursements ($48,432.8 million, including those in 
countries now considered developed) and IDA disbursements ($16,351.9 million). 


Du total des dépenses correspondant 4 la Banque mondiale (48,432.8 millions 
de dollars, y compris celles dans les pays maintenant considérés comme 
industrialisés) et de celles liées 4 1'AID (16,351.9 millions de dollars). 
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INTRODUCTORY NOTE 


This report reviews the operations during 1983 of the 
Bretton Woods Institutions: the International Monetary Fund (IMF) and 
the World Bank Group, which consists of the International Bank for 
Reconstruction and Development (IBRD), the International Development 


Association (IDA), and the International Finance Corporation (IFC). 


The IMF (the "Fund") and the IBRD (the "Bank'') were established 
at the Bretton Woods Conference in 1944. Canadian participation in 
these institutions was authorized under the Bretton Woods Agreements Act 
Or 1945... the TFC was founded in. 1956, as an affiliate. of the: 1 BRDeby 
means of separate Articles of Agreement. Canadian participation in the 
IDA was authorized under the International Development Association Act 


of 1960; 


The International Monetary Fund provides machinery for 
international consultation and collaboration on monetary, balance of 
payments, and exchange matters, including the elimination of exchange 
restrictions for current payments. Its operations are traditionally 
financed by subscriptions, or "quotas", paid by member countries. These 
quotas generally reflect the relative importance of countries in the 
world economy. The IBRD and IDA have, as their main function, the 
extension of loans and credits to developing countries in order to 
enable them to finance projects which contribute to their economic 
development. The Bank obtains most of its funds by selling bonds in 
private capital markets. The IDA's resources come mainly from 
governments in the form of interest-free advances, enabling it to make 
loans on soft terms. The IFC supplements the activities of the Bank and 
IDA by making and encouraging investments on commercial terms in 
productive private enterprises in developing member countries. 
Membership in the Fund is a prerequisite for membership in the Bank and 
membership in the Bank a prerequisite for membership in the IDA and the 


LEC. 


Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for all IMF 
transactions. The SDR is defined in terms of a weighted "basket" of 
5 major currencies (the U.S. dollar, the German mark, the Japanese yen, 
the pound sterling, and the French franc) and its value on any given day 
reflects current exchange rates for those currencies. In 1983, the 


value of the SDR varied between USS1.04 and $1.09. 


Detailed information on the policies and operations of the IMF 
as well as world financial and economic developments is contained in the 
following Fund Publications: International Financial Statistics, the 
Annual Report on Exchange Arrangements and Exchange Restrictions, the 


Annual Report of the Executive Board, and the World Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. U.S. dollars of the weight 
and fineness in effect on July 1, 1944 are converted to current dollars 
on the basis of a rate of $1.20635 current dollars for one 1944 dollar. 
The figures contained in this section were obtained from financial 


statements of the World Bank Group. 


Detailed information on the policies and operations of the 
World Bank Group can be found in the World Bank Annual Report and the 
International Finance Corporation Annual Report. Information concerning 
world financial and economic developments as they affect developing 
countries is contained in the annual World Development Report published 


by the World Bank. 


INTERNATIONAL MONETARY FUND 


The International Monetary Fund promotes the smooth functioning 
of the international monetary system so as to encourage international 
trade and capital movements and, ultimately, high rates of sustainable 
economic growth, high levels of employment, and the development of the 
productive resources of member countries. In line with these general 
objectives, the Fund seeks to promote stability and order in exchange 
rates, to foster a multilateral system of settlements for current 
transactions between members, and to eliminate exchange restrictions 
that hinder world trade. Accordingly, the IMF provides short-— and 
medium-term financial assistance to members faced with balance of 
payments difficulties, regardless of their degree of economic development, 
in order to enable them to correct temporary imbalances with a minimum 
of disruption to the international monetary system. It also provides, 


upon request, economic and technical assistance to member countries. 


A total of 146 countries are members of the IMF. The Fund's 
Executive Directors, management, and staff provide assistance to the 
Interim Committee of the Board of Governors on the International Monetary 
System which was established in 1974. This twenty-two member Ministerial 
Committee advises and reports to the Board of Governors on the management 
and adaptation of the international monetary system. The Committee held 
its twentieth meeting on February 10-11, 1983 and its twenty-first 


meeting on September 25 in Washington. 


Economic Environment 


During 1983, the world economy began to recover from a deep 
recession. Real GNP among the industrial countries expanded by around 
Zo percent. attervceciining by.0.3, percent in 19382. The sate of 
recovery, however, was uneven, with Canada and the United States 
experiencing the most pronounced improvement; in Europe the recovery 
proved to be slow in gathering momentum. While employment began to grow 


again it was not enough to prevent unemployment from rising to 9 percent 


a a 2 


last year compared to 8.4 percent in 1982. Output growth in the LDCs 
outside OPEC showed no improvement in relation to the previous year, 
averaging only 1:6 percent compared to 1./ percent in) 1962) Much of the 
continued low growth performance was due to the 0.3 percent decline in 
output for the net oil exporters reflecting the sluggish international 
oil market particularly at the beginning of the year. Weakness in the 
international oil market also adversely affected the output of OPEC 
members which declined for the fourth consecutive year, falling by 


1.6 percent. 


In the industrial countries, inflation, as measured by the GNP 
deflator, was 5.5 percent last year compared to 7.3 percent in 1982 and 
8.6 percent in 1981; The lowest rates of inflation were experienced by 
the three largest economies, the United States, Japan, and Germany. 
During 1983, both short- and long-term interest rates stabilized. Asa 
result of the decline in inflation, however, real interest rates 


remained high. 


After declining by 2.5 percent in 1982, the volume of world 
trade bottomed out and grew marginally by some 0.5 percent. Despite a 
substantial increase in the current account deficit of the United 
States, offsetting developments in the other industrial countries 
resulted in the aggregate current account deficit of the industrial 
countries declining somewhat to US$24 billion from $30 billion in 1982. 
Reflecting continuing adjustment efforts by government authorities and 
increased caution on the part of international financial markets, the 
current account deficit of non-oil LDCs continued to decline last year, 
falling from $89 billion in 1982 to less than $67 billion last year. 
New medium-term bank credit commitments to the non-oil LDCs fell for the 
second straight year in 1983 and a number of countries continued to face 
serious financial constraints. Nevertheless, cooperation on the part of 
commercial banks, multilateral institutions (including the IMF and the 
IBRD), and individual countries was successful in ensuring the system's 


smooth performance. 


Apart from the Japanese yen, the U.S. dollar continued to 
appreciate against most major currencies in 1983. On the basis of 
yearly average values, the dollar appreciated by 11 percent against the 
currencies of the European Monetary System (FMS). It rose by 
lo. 2) percent against the French, franc.and, 5.2. percent’ against: the 
German mark. It increased by 15.3 percent in relation to the pound 
sterling, but fell by 4.7 percent against the yen. Against the Canadian 
dollar, the U.S. dollar declined 0.1 percent. Most developing countries 
ConLMmucd bOspeC Lucile Currenciess to: thateoi.demajor tradine- partner or 


to a basket of currencies. 


The Fund's Resources 


The quotas of members in the IMF are of central importance 
both from a political and economic standpoint. Politically, a member's 
voting rights are determined by the size of its quota. As well, quotas 
are an important determinant of membership on the Executive Board, which 
manages the day-to-day operations of the Fund and on the Interim 
Committee, whose composition is patterned on that of the Executive 
Board. From an economic standpoint, the subscriptions of members are 
equal to their quotas. In addition, a member's drawing capacity on IMF 
financial resources for balance of payments support is based on the size 
of its quota. Members' quotas are also used as the basis for 


determining allocations of SDRs. 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can 
draw on the reserve tranche and four normal credit tranches, each 
amounting to 25 percent of their quotas. Drawings beyond the first 
credit tranche are phased under "stand-by" arrangements tied to 
performance criteria associated with stabilization programs. Members 
can also use three permanent facilities created for specific purposes: 
the Compensatory Financing Facility (CFF) created in 1963 to assist 
members in covering balance of payments problems brought on by a 
short-term decline in their export earnings and, more recently, 
temporary increases in cereal imports; the Buffer Stock Facility (BSF) 


created in 1969 to help members with balance of payments difficulties 


finance their participation in international buffer stock arrangements; 
and the Extended Fund Facility (EFF) created in 1974 for members 
suffering from balance of payments problems resulting from structural 
maladjustments. EFF programs cover drawings phased over periods up to 


three years and are also subject to performance criteria. 


In addition, the Fund operated a temporary Oil Facility in 
1974-75, financed through loans from members with strong payments 
positions, in order to assist members in financing payments deficits 
arising from the sudden incréase in oil pricés: is wells che 
Supplementary Financing Facility (SFF) (used in conjunction with 
drawings on the second and higher credit tranches and the EFF) helped 
members to finance payments deficits that were exceptionally large in 
relation to their quotas. The facility, which used resources borrowed 
from monetary authorities, started operating in early 1973. In order to 
continue providing additional conditional resources to help members with 
large payments deficits and adjustment problems the SFF has been 
superseded by the Enlarged Access Policy which is also financed through 
borrowed funds and which allows drawings beyond the normal credit 


tranches. 


In addition to facilities in the General Resources Account, 
members participating in the Special Drawing Rights Department have, 
since January 1970, been able to use SDRs in transactions with the Fund 
or with other participants as a means of either obtaining other members’ 
currencies or redeeming their own. All Fund members participate in the 


SDR Department. 
Activities of the Fund 


The IMF's activities in 1983 were dominated by efforts to 
assist deficit countries to adjust in response to a serious weakening of 
their external position over the past several years. In late 1982, the 
impact of the international recession, deteriorating terms of trade, 
high interest rates, and unduly expansionary financial policies pursued 


in previous years resulted in increasing debt problems for many 


developing countries which, in some cases, reached critical proportions. 
Although these difficulties persisted through last year, international 
cooperation was successful in maintaining orderly conditions in the 
international financial markets and ensuring that commercial bank 
lending to the developing countries continued to expand, albeit at a 
slower rate than in the past. While Fund financial assistance played an 
important direct role in assisting these countries, a crucial aspect of 
the arrangements with the Fund involved the implementation of corrective 
policy measures to restore financial and payments stability. The 
adjustment programs agreed to by members drawing on the IMF are helping 
to ensure that the underlying causes of their balance of payments 
difficulties are rectified in a manageable way and are providing the 
necessary reassurance to encourage continued lending from commercial 


sources. 


The assistance provided by the IMF in recent years, however, 
has placed considerable strain on its financial resources. In order to 
protect its liquidity position -- which must be adequate to meet the 
potential as well as actual financing needs of deficit countries -- and 
ensure the continued effectiveness of its operations a number of steps 
were taken to strengthen the Fund last year. In line with the 
membership's view that quota subscriptions should remain the primary 
source of financing, the Interim Committee agreed in February to 
increase the Fund's quotas, as part of the Eighth General Review of 
quotas, from approximately SDR 61 billion to SDR 90 billion. As well, 
adjustments were made in the relative quota shares of individual member 
countries to reflect better their relative size and strength in the 
world economy. It is estimated that the quota increase combined with 
the adjustment in relative shares would result in a doubling of the 
Fund's usable resources. By the end of the year 135 members had 
consented to their individual quota increases, thereby ratifying the 


agreement and increasing their subscriptions accordingly. 


Despite the decision to raise quota levels, the Fund continued 
to find it necessary to supplement its own resources by borrowing from 


member countries. In recent years, the Fund has engaged in borrowing 


programs through the SFF and the EAP. In January 1983, the Ministers of 
the "Group of Ten" (G-10) industrial countries reached agreement on 
expanding the size and role of the General Arrangements to Borrow (GAB). 
The GAB was established in 1962 by the ten largest industrial countries 
(plus Switzerland) extending a line of credit to the IMF to help it 
finance exceptionally large drawings by any one of them. Under the 
agreement reached in January, the size of the GAB was increased from 
SDR 6.4 billion to SDR 17 billion and its scope was broadened to cover 
drawings by any Fund member under particular circumstances. As well, 
Switzerland indicated its intention to become a full participant in the 
G-10. In addition, Saudi Arabia agreed last year that it would make 
available SDR 1.5 billion to the Fund, in association with the GAB, and 


for the same purposes as those of the arrangement. 


Saudi Arabia also made known last year that, in support of the 
IMF's lending activities through the EAP, it was prepared to make 
available an additional SDR 3 billion as part of larger credit packages. 
Accompanying this assistance, industrial countries indicated that they 
would provide a matching SDR 3-billion line of credit to the Fund. 
Drawings are to be completed in 1984 and each drawing will have up to a 


two-and-one-half year maturity. 


In late 1983, the IMF membership decided that, in association 
with the increase in quotas, access limits under the major special Fund 
programs would be revised in order to ensure that an appropriate balance 
is maintained between the need to provide adequate financial assistance 
through the Fund and to protect the IMF's liquidity position. Access to 
the Fund's resources under the EAP during 1984 will be adjusted to 
annual limits of 102 or 125 percent of quota, three-year limits of 306 
or 375 percent of quota and cumulative limits of 408 percent to 
500 percent of quota, depending on the seriousness of the balance of 
payments needs and the strength of the adjustment efforts. Access to 
the CFF was also adjusted, to 83 percent of quota for drawings as a 
result of export shortfalls and 83 percent of quota for drawings as a 
result of temporarily higher cereal import costs, with an overall 


drawing limit on the facility of 105 percent of quota. 


Operations of the Fund 


Total financial assets of the Fund as of December 31, 1983, 
were almost SDR 102 billion. Holdings of members' currencies totalled 
SDR 91 billion (a large part of these assets, however, are not available 
for lending since they are the currencies of members with weak external 
positions or low international reserves), SDRs held by the Fund amounted 
to almost SDR 7 billion, and its gold holdings amounted to 
SDR 3.6 billion valued at SDR 35 per fine ounce. 


As displayed in the following table, the flow to member 
countries of Fund-related resources in 1983 was SDR 14.2 billion 
(SDR 12.2 billion net of repurchases). This compares to SDR 8.8 billion 
in 1982 (SDR 7.2 billion net of repurchases). The dramatic increase was 
due almost entirely to the large rise in IMF lending activities in 
support of members with balance of payments problems. The flow of funds 
to member countries included drawings on the Fund's General Resources 
Account (GRA), the SFF Subsidy Account, and the Oil Facility Subsidy 
Account. Of this total, all but SDR 87 million was drawn by developing 


countries. 


Due to the continued need for payments assistance and the 
scope of the enlarged access program, the amount of financing provided 
through the GRA increased sharply in 1983. As Table I indicates, 
members' purchases (i.e. drawings on the Fund) increased by almost 
61 percent, reaching SDR 14.1 billion compared to SDR 8.8 billion in 
1982. Net of repayments, this represents an increase to 
SUR ite pil oOngicome ob il pation, § Much of this increase, took place 


in drawings under conditional Fund facilities. 


Purchases under the reserve tranche, which a member with 
balance of payments difficulties can draw on automatically, increased by 
SDR 276 million. Drawings on the CFF increased moderately, rising by 
SDR 210 million, after more than doubling in 1982. Drawings under the 
buffer stock facility rose by almost 114 percent last year, but 


nevertheless accounted for only a small share of total purchases. 


2a Thess 


New commitments under stand-by and extended arrangements in 
1983 rose significantly to SDR 10.5 billion compared to new commitments 
of only SDR 2.4 billion in 1982. As of December 31, 1983; 33 stand-by 
arrangements and 10 extended arrangements (all with LDCs) were in 
effect. The total amount agreed to under these arrangements amounted to 
SDR 22.9 billion with an undrawn balance of SDR 12.4 billion. This 
compares to 25 stand-by and 6 extended arrangements in effect at the end 
of 1982 with a total of SDR 14.1 billion committed and an undrawn 


balance of SDR 72/7 billion, 


Table 1 


Flow of IMF Resources 1982-83 
(in millions of SDRs) 


1982 1983 
Total Purchases 8,784 1a I 6 
Reserve Tranches 1,398 1,534 
Credit Tranches 22515 4,850 
(through SFF) (983) (844) 
(through EAP) (491) (2,100) 
Buffer Stock 144 308 
Compensatory Financing aes wAe: 23038 
Extended Facility 29539 4,603 
(through SFF) (728) (834) 
(through EAP) (354) Cle S56) 
Total Repurchases L637 2,038 
Net Purchases Pye 12 5400 
SDR Allocations os fd 
SFF Subsidy Account 44 68 
Oil Facility Subsidy Account 9 3 
Total Flow of Resources 8,837 45204 
Total Flow Net of Repurchases 73200 [ees arg) 


The total amount of SDRs in circulation in 1983: was 
SDR 21.4 billion. Total transfers of SDRs between participants in the 
SDR Department and the IMF's General Resources Account during 1983 
amounted to SDR 14.3 billion compared to SDR 12.2 billion in 1982. This 


represents the highest level of activity in any year since the SDR was 


i 


created in 1970 and is the result of both the IMF's lending activities 
and the payment by member countries to the GRA in December of SDR 6 billion 
as part of their quota subscriptions. Transactions with designation (in 
which countries designated by the IMF provide their currencies to 
countries with balance of payments problems in exchange for SDRs) 
amounted to SDR 2.6 billion compared to SDR 3.5 billion in 1982. The 
bulk of these transactions involved the simultaneous purchase of SDRs 
from the Fund as part of IMF balance of payments loans. Transactions by 
agreement between participants amounted to SDR 2.7 billion compared to 
SDR 1.5 billion in 1982. This increase resulted from large purchases of 
SDR in December by those countries with low holdings who needed 
additional SDRs for their quota payments. Holdings of SDRs by 
prescribed institutional holders increased by SDR 23.7 million resulting 
in holdings at the end of the year of SDR 26.4 million. Much of this 
increase was due to the provision of loans or the settlement of 
financial obligations between IMF members and intergovernment financial 
institutions. In 1983, the Fund prescribed the East African Development 
Bank as a holder of SDRs which brings to 14 the number of official 
institutions, in addition to the Fund and its member countries, authorized 
to hold and deal in SDRs. Transfers of SDR from the GRA, mainly to 
members drawing on the Fund, but also as service payments for debts by 
the IMF, was SDR 5.5 billion last year. As a result of quota payments, 
as well as repurchases and payment of charges, transfers of SDRs to the 
GRA amounted to SDR 8.8 billion. Consequently, the GRA's holdings of 
SDRs increased last year to SDR 7 billion from SDR 3.9 billion at the 
end of 1982. 


IMF Relations with Canada 


In response to the agreement last year on the Eighth General 
Review of Quota, Canada amended the Bretton Woods Agreement's Act 
authorizing an increase in our quota at the IMF from SDR 2,035.5 million 
to SDR 2,941 million. As well, Canada's commitment under the General 
Arrangements to Borrow was increased in 1983 from the equivalent of 
SDR 161.9 million to SDR 892.5 million. As was the case in 1982, none 
of this line of credit made available by Canada was utilized by the Fund 


last year. 
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IMF holdings of Canadian dollars as of December 31, 1983, 
amounted to SDR 2,393 million or 81.4 percent of quota. This compares 
to holdings of SDR 1,717 million (84.4 percent of quota) at the end of 
1982. Canada's reserve position in the Fund (the amount that can be 
drawn on demand for balance of payments purposes) was SDR 672 million at 
year's end, ‘compared to SDR 331 million “at the end of 1982.” A large 
part of the increase in the reserve position at the Fund and the IMF's 
holdings of Canadian dollars resulted from payment of the quota 
increase. Canada's reserve position was also increased by the amount of 
SDR 111 million as a result of loans to the Fund last year from the line 
of credit established to finance drawings under the SFF. Outstanding 
loans by Canada in support of the SFF amounted to SDR 124 million at the 
end of 1983. Reflecting the strength in Canada's balance of payments 
position, purchases of Canadian dollars last year through the Fund 
equalled SDR 26 million. Canadian dollars were used in repurchases 


amounting to SDR 22 million. 


Revenues received by Canada in 1983 from the Fund totalled 
SDR 19 million. Of this, SDR 7 million represented interest on ’SFF 
loans, SDR 5 million on Canada's net creditor position in the General 
Account, and SDR 7 million in earnings on SDR holdings. Interest 
charges of SDR 79 million were incurred by Canada on SDRs allocated by 


the Fund in previous years. 


As a participant in the financing of the Fund's Enlarged 
Access Program, Canada made available a line of credit of SDR 50 million 
in 1981. This amount was committed through the Bank of Canada under a 
two-year stand-by facility with the Bank for International Settlements 
(BIS) in favour of the IMF. In 1983, the full amount of this facility 
was drawn upon. As part of the SDR 3-billion lending arrangement 
between industrial countries and the IMF, Canada has agreed to provide 
through the Bank of Canada loan guarantees of SDR 180 million for BIS 
loans to the IMF. This commitment will only involve a cash payment by 
Canada in the event that the BIS encounters liquidity problems or the 


IMF is unable to repay its loans. 
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Canada's cumulative allocation of SDRs remained at 
SDR 779 million during 1983. At the end of the year Canada's holdings 
of SDRs amounted to SDR 20 million or 2.6 percent of its cumulative 


allocation. 


A team of IMF officials came to Ottawa in October 1983 as part 
of the annual consultation procedure under Article IV of the Fund's 


Articles of Agreement. 


During 1983, the Honourable Mare Lalonde, Minister of Finance, 
represented Canada on the IMF Board of Governors. Canada was represented 
on the Fund's Executive Board by Mr. R.K. Joyce who also serves as 
Director for Ireland, Jamaica, the Bahamas, Barbados, Belize, 


St. Lucia, Grenada, Antigua, St. Vincent, and Dominica. 
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THE WORLD BANK GROUP 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD OR WORLD 
BANK), AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to help 
raise living standards in the developing world by channeling loans, and 


credits to developing member countries. 


The World Bank and IDA differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free 
advances from Governments for the bulk of its resources and thus can 
make loans on much softer terms. Otherwise, the World Bank and IDA have 


similar policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and itseligibility for WorlduBank or PDA tainancine. 


By giving continuous attention to the economic situation of 
developing member countries, the World Bank also seeks to help such 
countries make more effective use of all resources at their disposal, 
both domestic and foreign. It does so by providing assistance in 
formulating development policies, establishing development 
organizations, drawing up investment programmes for specific sectors and 
regions, identifying and preparing projects for financing, and 
encouraging the coordination of development assistance from bilateral 
and multilateral agencies. In recent years, the World Bank has been 


paying particular attention to the problem of greater equity in the 


distribution of benefits from development. This has meant increased 
emphasis on the type of projects which affect the living conditions of 
the poorest groups in the developing world, e.g., agriculture, 


population planning, and urban housing. 


In respect of coordination, the World Bank has been active in 
establishing 24 ongoing aid coordination groups for recipient countries, 
of which one is the Caribbean Group for Cooperation and Economic 
Development, and is participating in two additional groups, one chaired 
by the Netherlands for Indonesia and the other by the OECD for Turkey. 
Upwards of 36 nations and more than a dozen international agencies have 
been associated with one or more of these aid-coordinating activities. 
(Canada's participation in World Bank Consortia and Consultative Groups, 
as well as other aspects of World Bank Activity, is described ina 
separate section of this report entitled "Canada and the World Bank 


Group".) 


The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Program 
(UNDP), the United Nations' specialized agencies, the regional 
development banks and the Organization for Economic Cooperation and 
Development. For example, the World Bank and the United Nations 
exchange information and coordinate technical assistance and other 
development activities through a high level liaison committee, and the 
Bank Group has acted as an executing agency for a number of 
pre-investment studies financed by the UNDP. Also, the World Bank and 
the IMF established in 1974 a Joint Committee of the Boards of Governors 
of both institutions to seek ways to improve the flow of financial 
assistance to developing countries. This Committee, referred to as the 


Development Committee, met twice during 1983 at the Ministerial level. 


Resources 


(a) World Bank Resources 


The World Bank's funds are provided primarily from three 


sources: 
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(1) Paid-in capital 


Of authorized capital of SDR 71.7 billion (equivalent to 
uss75.1 billion as of Dee, Sl, 1983), Usso4.9 Dillion Nad been 
subscribed and USS$4.9 billion of this amount had been paid in. 
Agreement was reached in January 1980, to increase the 
authorized capital of the Bank by some $40 billion over a five 
year period, ending in mid-1986. Of this increase, 7.5 per 
cent will be paid in, while the rest will remain callable and 


be used to support capital market borrowings. 


(ii) Borrowing 


As of December 31, 1983, the World Bank had outstanding 
borrowings of $42.5 billion (of which $2.0 billion were 
short-term borrowings). The net increase in long-term 


borrowings in 1983 was $4.21 billion. 


(iii) Net Income from Operations 


As of December 31, 1983, undistributed retained earnings 
amounted to approximately $4.84 billion. Net income in 1983 


was $562.9 million as compared with $724.9 million in 1982. 


(b) IDA Resources: 


IDA's loanable resources ($28.5 billion) have been derived 
largely from budgetary allocations from its Part I member governments, 
most of which are developed countries. Total resources made available 
or committed, including qualified commitments, to IDA from the beginning 
of its operations to the end of 1983 were approximately $30.9 billion. 
Other resources that have become available to IDA since its inception 
totalled $2.4 billion. These were largely derived from transfers by the 
World Bank of a portion of its net earnings to IDA ($1.9 billion). The 
remainder has come from contributions from Switzerland and repayments by 


IDA borrowing countries. 
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Lengthy negotiations for the Sixth Replenishment of IDA were 
completed in late 1979. A resolution was then submitted to members 
calling for a U.S. $12 billion increase in IDA's resources to be paid in 
from 1980 through 1982. Canada's share was negotiated at 4.3 per cent 
of the total or U.S. $516 million (Cdn. $601.81 million converted as of 
October 5, 1979). IDA VI was not officially activated until August 1981 
when the U.S. Congress finally ratified American participation. The 
delay in the U.S.A. participation and their smaller than expected payments 
for the first two installments forced IDA to reduce its lending 


programme below levels forecasted during negotiations. 


In addition, because the U.S.A. decided to make its 
contributions over four years (IDA fiscal years 1981-84) | rather than 
the three year period (1981-83) agreed to by all participants, there was 
a real possibility that IDA lending would experience a drastic reduction 
during this fourth year. Consequently, all donor countries with the 
exception of the U.S.A., agreed in Toronto during the Bank's annual 
meeting in September 1982, to make a special contribution totalling 
nearly $2 billion, in order to avoid a serious reduction in IDA lending 
during IDA fiscal year 1984. Canada played an active role in bringing 
about the compromise which will maintain IDA's lending in the 1984 


fiscal year at a level at least equal to the previous three years. 


During 1983, members negotiated a $9 billion Seventh 
Replenishment of IDA (negotiations were actually completed in early 
1984) which will likely become effective on October 1984. This 
replenishment is intended to provide the resources for the IDA lending 
program through June 30, 1987. While most members wanted a $12 billion 
replenishment, the USA refused to contribute an equitable share to 
anything more than $9 billion. The negotiations were concluded at that 
level in order that the replenishment could become effective as soon as 
possible after July 1, 1984 when the current resources will be fully 


committed. 


World Bank and IDA fiscal year is July 1 -— June 30. 


projected 
year 1984 


Loans and 


(1) 
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(14) 
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IDA lending for 1983 was U.S. $3.1 billion instead of the 


level of $4.1 billion. The planned lending level for fiscal 
should be approximately U.S. $3 billion. 

Credits 

IBRD Loans 


As of December 31, 1983, IBRD had approved loans 
cumulatively totalling $89.621 pater) (net of 
cancellations, terminations and refunds) to 89 of its 146 
members. The World Bank's loans are long term (15 to 20 years 
maturities at present) and carry rates of interest which 
approach commercial rates. Since July 1, 1982, the lending 
rate is determined every six months as of January 1 and July | 
based on the average cost of the pool of IBRD borrowings over 
the preceding six months plus a spread of 50 basis points. At 
the end of December 1983, the IBRD lending rate was 


10.47 percent and the front end fee .25 percent. 
IDA Credits 


As at December 31, 1983, IDA had lent $30.5 billion (net 
of cancellations, refunds and terminations) to 81 of its 131 
member countries. IDA's development credits are interest-free 
(although there is a service charge of 3/4 of 1 percent on 
disbursed balances) and are extended for a 50-year term with 
10 years' grace. On January 5, 1981, in an effort to increase 
the funds available to IDA and to reduce IDA's operating 
deficits, the Board of Directors authorized a commitment fee 
for IDA development credits of 0.5 percent on undisbursed 


balances. 


includes IFC and Taiwan. 
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THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. With the addition 
Of two -countries,in 91983,,.:the; IFC now has 125 members. The “total. 
resources available at the end of 1983 amounted to $1,333.9 million; 
these were derived from paid-in capital subscribed by member governments 
($544.2 million), World Bank loans - drawn and outstanding ($538.2 million), 
loans from others - drawn and outstanding ($35.0 million), and the 
accumulated earnings ($216.5 million) which was derived from income on 


operations. 


IFC's commitments during calendar year 1983 amounted to 
$654.2 million, bringing the total cumulative gross commitments since 


inception of operations to $5,057.9 million in 82 countries. 
GENERAL REVIEW 
Total loans, credits and investments signed (net of cancellations, 


terminations and refunds) by the World Bank Group in 1983 and in the 


three preceding years were as follows: 


1980 1981 1982 1983 
Cinema ions. Ot 6.8 do lars) 
World Bank 8, / 53% 8,973%* 9,676* ULE 9 32% 
IDA Sag heal 3,688 oe Sela? 
IFC 774 133 383 654 
TOEAL Sie are. 133394 E2683 15,698 


+ including, Loans, to 1FCrotes/. million in 1980, .S41.6 million, in 1981, 
Sil .2 mitizon 1m 1982, and $39-8 million’ in 1983. 


Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1983 according to geographical area and purpose, 
while Table II is a historical summary of loans and credits by year, 
geographical area and purpose. IFC investments and commitments are 


listed-in Table Il. 


se, 6 eo 
CANADA AND THE WORLD BANK GROUP 


Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada during 1983 was the Honourable Marc Lalonde, 
Minister of Finance. In August of 1982, Mr. Bernard J. Drabble, Associate 
Deputy Minister, Department of Finance, was appointed as the Alternate 
Governor for Canada of the World Bank Group, replacing Mr. Marcel Massé, 
President of CIDA. At the annual meeting of the World Bank held in 
Toronto in September 1982, Mr. Morris Miller was elected as Canada's 
Executive Director on the Bank's Board, replacing Mr. Earl Drake. 
Mr. Miller also represents Bahamas, Barbados, Belize, Dominica, Grenada, 


Guyana, Ireland, Jamaica, St. Lucia and St. Vincent and the Grenadines. 
Funds Subscribed or Contributed 


World Bank - To the end of 1983, Canada's subscription to the 
World Bank's capital stock was $2,597.5 million of which $168.1 million 
(Cdn. $189.6 million) has been paid in. Canada's share in the forthcoming 
General Capital Increase (GCI) now underway is 3.19 percent representing 
U.S. $1.26 billion. Cor $1.04416 billdon 1°9944 Us. dollars)< Canada’s 
paid-in subscription will be 7.5 percent or about U.S. $95.7 million 


(Gdn. S117 67% 


IDA - As a Part I member of IDA, Canada had to the end of 1983 
paid $1,502.2 million (Gdn. $1;697.2 milition) to the Association. 
Negotiations were completed in December of 1979 for a Sixth Replenishment 
of IDA covering a three-year period which began in mid-1980. Canada's 
share amounts to $516.0 million (Cdn. $601.81 million). During 1983, 
Canada completed its obligations under IDA VI by contributing $78.1 million 
(Cdn. $95.7 million). In 1983, Canada also contributed an additional 
Canadian $6.6 million to a Special Fund which was established, to maintain 
IDA's lending program in its fiscal year 1984 and prevent it from 
experiencing a serious decline as a result of delays in U.S.A. 


contributions. 
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IFC - Canada's total subscription to the IFC since it became a 
member of the Corporation in 1956 amounts to $21.7 million. Canada's 
original subscription was $4.3 million. Under the terms of the last 
increase in the shares of IFC, Canada agreed to subscribe to an additional 
$17.4 million. Canada paid its first of five annual instalments in 
December 1977. The fifth and last instalment of $3.47 million was made 
January 29,19:1982; 


Capital Increases and Replenishment 


In January 1980, the Board of Governors of the World Bank 
voted in favour of a resolution to further increase authorized capital 
by approximately $40.0 billion. Canada voted in favour, and is entitled 
to take up an additional $1.26 billion worth of shares (equal 1.041 billion 
194450. S*edollars).,) of swhich.US, S95. /omillion«(7.5 percent) would be 
paid in. Amendments to the Bretton Woods Agreements Act to permit 
Canada to take up its share allocation were passed by Parliament in 


November 1982, with Royal Assent given on December 16, 1982. 


Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank, 
countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. When the U.S. 
dollar was devalued relative to gold in the early 1970s, a number of 
countries incurred maintenance of value obligations on their share of 
paid-in capital subscriptions and contributions. The World Bank agreed 
not to seek payment of these obligations. Maintenance of value obligations 


do not exist for IDA contributions. 


World Bank Borrowings in Canada 


During the 1950s and 1960s the Bank was an active borrower in 
the Canadian domestic markets having bought eight public issues and one 
loan totalling the equivalent of $167 million of which approximately 


$50 million remain outstanding. From 1971 through 1981, IBRD took on no 
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new Canadian dollar liabilities. Beginning the fall of 1982, however, 
the Bank's Canadian dollar borrowing program was restored in a series of 
transactions that involved three tranches totalling the equivalent of 
$175 million in multicurrency private placements with the Saudi Arabian 
Monetary Agency and a $60 million EuroCanadian public issue. At 
December 31, 1983, the Bank's outstanding borrowings denominated in 
Canadian dollars totalled $288.9 million equivalent. In a more recent 
development the Bank reentered the Canadian domestic market in 

February 1984 with a public offering of 5 year Canadian dollar bonds in 


the principal amount of Cdn. $100 million equivalent to $79 million. 


In the official sector, after a 4 year hiatus the Bank of 
Canada as fiscal agent of the Government of Canada began purchasing IBRD 
traditional 2 year US dollar denominated offerings to central banks. As 
of December 31, 1983, it had purchased US $30 million in two equal 
instalments beginning in March 1983. Since then, the Bank of Canada as 
fiscal agent of the Government of Canada, in January 1984 invested 
US $25 million in the Bank's new central bank facility, a one year 
instrument carrying a floating rate of interest set at a spread over the 
one year US Treasury Bill, and subscribed an additional $15 million to 


the two-year Central Bank Issue offered in February 1984. 


Canadian Goods and Services for Projects Financed by 
the World Bank and IDA 


Total identifiable expenditures in Canada by World Bank and 
IDA borrowers to December 31, 1983 were $890.9 million. Details of the 


expenditures made, by year, are provided in Table IV. 


Canadian Personnel 


There were 194 Canadian nationals on the staff of the World 
Bank Group at the end of June 1983; of these, 120 were in professional 
positions for the World Bank and IDA, and 16 for the IFC; 52 were in 
non-professional positions for the World Bank and IDA, and 6 for the 
IFC; Canadians accounted for about 3.2 percent of the Group's 


professional staff in 1983. 


a a 


Canada's Contribution as a Member of Consortia and 


Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to review 
the economic situation and policies of and coordinate assistance to 
Bangladesh, the Caribbean (CGCED), Colombia, Egypt, India, Kenya, Nepal, 
Pakistan, Peru, Sri Lanka, Sudan, Tanzania, Thailand, Uganda, Zaire and 
Zambia. Canada is also a member of the Intergovernmental Group for 
Indonesia, and is closely monitoring discussions concerning the 


establishment of a Consultative Group for Senegal in 1984. 


In 1983, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in projects in 
Bangladesh, Cameroon, Congo, Egypt, Ghana, Guinea, Guyana, Indonesia, 
Ivory Coast, Kenya, Leeward and Windward Islands, Mauritania, Morocco, 
Pakistan, St-Lucia, St-Vincent, Sri Lanka, Thailand, Uganda, Upper 


Volta. and Zaire. 


Agreement for a Canadian contribution to a further 
inter-regional initiative, namely the "Energy Sector Assessment Program" 
was reached in 1983. Funded principally by the World Bank and a number 
of bilateral donors, this project will be carried out by the UNDP in the 
following countries: Cameroon, Colombia, Egypt, Ghana, Guyana, 


Honduras, Ivory Coast, Jamaica, Nicaragua, Tanzania and Upper Volta. 
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TABLE 1 - TABLEAU 1 
World Bank Loans and IDA Credits 
Préts de la Banque mondiale et crédits de 1'AID 
January 1 - December 31, 1983/1°* janvier - 31 décembre 1983 
(Millions of U.S. dollars - en millions de dollars E.-U.) 


WORLD BANK - l 
BANQUE MONDIALE IDA - AID TOTAL ) 
nan Amount- fee Amount- No. Amount- 
No.-N Montant No.-N Montant N Montant 
BY AREA - REGION 
Bast Africa - Afrique 12 364-3 37 903.9 49 dined ope gte 
orientale 
West Africa - Afrique ) 1Z4%5 24 Jose co: ry 108.5 
occidentale 


Europe, Middle East & 

North Africa - Europe, 

Moyen-Orient et Afrique 

du Nord 40 3 LoL 36 6 65.6 46 faye lee SO 
Latin America & Caribbean 

- Amérique latine et les 

Antilles 36 3,699.5 5 47.1 he, 3, / 40.0 

Bast Asia and Pacific - 

Asie orientale et le 


Pacifique 31 Sta wel, 6 Zid ayy 3,426.4 
South Asia - Asie du sud 10 ow eae aye 1,459.9 42 pie de We 58) 
TOTAL 138 sige ee: 108 Sir bale 8) DAG) SLs, OFS 

BY PURPOSE - OBJET 
Agriculture - Agriculture 35 3,043.8 owl 1,345.8 ies 4,389.6 


Development Finance Companies 
- Sociétés financiéres de 


déve loppement ite) iy aGre 4 Do26 19 S007! 
Education - Education 8 342.0 10 238.6 18 580.6 
Industry - Industrie 6 326.0 9 131 is 457.1 
Energy - Energie 7 7104 6 Spejoull iS ions 
Non-project - Hors projet 9 1,764.9 3 15550 2 1,899.7 
Population - Population 1 ED 6 ee 7 148.9 
Power - Energie électrique 15 geil h all 3 269.0 18 Zao 
Technical Assistance - 

Assistance technique 3 Ae) 7 54.6 10 7135.0 
Telecommunication - 

Télécommunications 2 130.9 fe 57/20 4 Lo 
Tourism - Tourisme = = = ad = = 
Transportation - Transport 18 977.4 10 Size, 28 290e 1 
Urban Development - 

Développement urbain 8 20/9 4 226.0 12 493.9 
Water Supply - Adduction 

d'eau 11 699.1 7 96.9 18 796.0 

TOTAL 138 tl, OS laa! 108 Sel ad 8 246:, 215) 043.7 


1) Joint Bank/IDA operations counted only once as Bank operations. 
1} Toute opération menée conjointement par la Banque et 1'AID n'est comptabilisée 
qu'une fois, au titre de la Banque. 


(Amounts in millions of U.S. dollars ~ en millions de dollars 


World Bank Loans 
Préts de la Banque mondiale 


By Fiscal Year* - 
Année financiere* 
Cumulative to 1968 - 
Cumulé jusqu'en 1968 
Total 1969-1973 
Total 1974-1978 
1978-1979 
1979-1980 
1980-1981 
1981-1982 
1982-1983 
1983-1984 (July 83-Dec 83) 
(Juillet 83-déc. 83) 


TOTAL 
By Purpose = Ob JEE 


(Cumulative to Dec. 31, 1981 - 
Cumulé jusqu'au 31 déc. 1981) 
Agriculture and Rural Develop- 
ment - Agriculture et 
développement rural 
Education - Education 
Energy - Energie 
Industrial Development and 
Finance - Développement et 
financement de l'industrie 
Industry - Industrie 
Non-Project - Hors projet 
Population and Nutrition - 
Population et alimentation 
Power - Energie électriqy¢ 
Small-scale SUCCESS = 
Petites entreprises 
Technical Assistance - 
Assistance technique 
Telecommunications - Télécom- 
munications 
Tourism - Tourisme 
Transportation. - Transport 
Urban Development - Dévelop- 
pement urbain 
Water Supply and Sewerage - 
Adduction d'eau et assainis- 
sement 
TOTAL 


*Fiscal years are those of the World Bank Group (July 1 to June 30). 


TABLE II - TABLEAU II 
Cumulative World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'AID cumulés aux pays en développement 


No. 


136 
41 


2,341 


66 


118 
2,341 


Commit- 
ments 
Engage- 


ments 


11,418. 
8,917. 
24 372. 
6,989. 
7,644. 
8,808. 
10,329. 
11,136. 
3,556. 


Peo Pe Wie: 


151. 
1, 738: 
16,657. 
nae 


4,402. 
on WY Po 


MBWnON OW Ore 


3 
7 


Ev-U. ) 


IDA Credits 


Crédits de 1'AID ; 
Commit= 

No. an 
ybre ments 
: 

116 1,831.8 
273 3,9318 
376 7,947.4 
105 3,021.5 
103 3,837.5 
106 3,482.1 
97 2,686.3 
107 3,340 
36 1,004.2 
1,319 31,083.2 
| 

516 11,692.64 
128 1,856.2 
27 384.7. 
76 1,025.6 
36 1,201.1 
43 3,221.1 
21 45405) 
64 354308) 
54 312 
| 

31 1,046.2 
229 4,300.6 
24 703.0. 
65 1,255.4 
12935 31,083.2 


*Les années financiéres sont celles du Groupe de la Banque mondiale (du Vy 


1) Included in Industry 
1} Inclus dans Industrie 


juillet au 30 jul. 


\ 
/ 
( 
{ 


TABLE III - TABLEAU III 
Summary of IFC Operations as of December 31, 1983 
Résumé des opérations de la SFI au 31 décembre 1983 


No. of Total Disbur- 

Commitments Commitments sements 
-Nombre d'enga- -Engagements -Verse- 
gements totaux ments 


(Millions sof U.S: dollars - 
en millions de dollars E.-U.) 


By Fiscal Year 
- Année financieére 


Up to 1970 160 470.5 291.8 
1970-1971 23 101.4 Ta 
1971-1972 19 LE5%6 60.8 
1972-1973 25 146.7 88.1 
1973-1974 32 203.4 16225 
1974-1975 51 fala oy! 184.4 
1975-1976 33 24555 199.7 
1976-1977 34 206-07 259.9 
1977-1978 40 33340 is Ged 
1978-1979 46 405.9 205.4 
1979-1980 54 649.6 Ses 
1980-1981 45 eye 587.4 
1981-1982 46 380.1 BoOme 
1982-1983 37 3625 374.4 
1983-1984 (July-Dec. 83) 2D Sui Aces 186.2 
(Juillet-déc. 83) 
Cumulative to Dec. 1983 
- Cumulé a déc. 1983 650 D5 0579 3,669.7 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements = 3207.9 = 


Net Commitments 
- Engagements nets zs AO a S609 07 


TABLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de 1'AID en 
biens et services au Canada 


To December 31, 1983 - au 31 décembre 1983 


(In millions of U.S. dollars - 
en millions de dollars E.-U.) 


World Bank - IDA = 
Banque mondiale AID Total 
By Calendar Year - Année civile 
Cumulative to December 31, 1960 - 

Cumulé au 31 décembre 1960 133.3 ~ £53 
1961 8.2 = G.2 
1962 er = Be 
1963 526 7.4 1320 
1964 4.7 LB G3 
1965 5.4 a 8) 
1966 11.6 Smee 16.9 
1967 ns es Vy 2 hao 
1968 6.3 7.8 Lae 
1969 4.4 LEO 15 4 
1970 7.6 dead 8.9 
1971 Pied Load Ess 
1972 10.5 28 L2.8 
1973 12.4 eal Ei es 
1974 US ies) 8.4 242 
1975 222k L520 314k 
1976 Zot 10.8 36.5 
1977 34.5 4.8 39.3 
1978 261 ows, 31.36 
1979 44.4 ae} 5295 
1980 og ee Lad D9 tS 
1981 94.3 14,5 108.8 
1982 75 «0 Te x6 92.6 
1983 82.3 26.9 LOS<2 
TOTAL 709.9 181.0 890.9 


Per Cent of Total Disbursements* - 
Pourcentage du total des dépenses* 


e 
© 
i=) 
Ne) 
‘oa 
ON 


Of total World Bank disbursements ($36.1 billion) and IDA 

disbursements ($18.3 billion). 

Du total des dépenses correspondant a la Banque mondiale (36.1 milliards 
et de celles liées 4 1'AID (18.3 milliards). 
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INTRODUCTORY NOTE 


This report reviews the operations during 1984 of the Bretton 
Woods Institutions: the International Monetary Fund (IMF) and the World 
Bank Group, which consists of the International Bank for Reconstruction 
and Development (IBRD), the International Development Association (IDA), 


and the International Finance Corporation (IFC). 


The IMF (the 'Fund') and the IBRD (the 'Bank') were 
established at the Bretton Woods Conference in 1944. Canadian 
participation in these institutions was authorized under the Bretton 
Woods Agreements Act of 1945. The TFC was founded in 1956 as an 
affiliate of the IBRD by means of separate Articles of Agreement. 
Canadian participation in the IDA was authorized under the International] 


Development Association Act of 1960. 


| The International Monetary Fund provides machinery for 
international consultation and collaboration on monetary, balance of 
payments, and exchange matters, including the elimination of exchange 
restrictions for current payments. Its operations are traditionally 
financed by subscriptions, or 'quotas', paid by member countries. These 
quotas generally reflect the relative importance of countries in the 
world economy. The IBRD and IDA have, as their main function, the 
extension of loans and credits to developing countries in order to 
enable them to finance projects which contribute to their economic 
development. The Bank obtains most of its funds by selling bonds in 
private capital markets. The IDA's resources come mainly from 
governments in the form of interest-free advances, enabling it to make 
loans on soft terms. The IFC supplements the activities of the Bank and 
IDA by making and encouraging investments on commercial terms in 
productive private enterprises in developing member countries. 
Membership in the Fund is a prerequisite for membership in the Bank and 
membership in the Bank a prerequisite for membership in the IDA and the 


TFC. 


Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for aj] IMF 
transactions. The SDR is defined in terms of a weighted 'basket' of 5 
maior currencies (the U.S. dollar, the German mark, the Japanese yen, 
the pound sterling, and the French franc) and its value on any given day 
reflects current exchange rates for those currencies. In 1984, the 


value of the SDR varied between U.S.$.98 and $1.06. 


Detailed information on the policies and operations of the IMF 
as well as on world financial and economic developments is contained in 
the following Fund publications: the International Financial 
Statistics, the Annual Report on Exchange Arrangements and Exchange 
Restrictions, the Annual Report of the Executive Board, and the World 


Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. U.S. dollars of the weight 
and fineness in effect on July 1, 1944 are converted to current dollars 
on the basis of a rate of $1.20635 current dollars for one 1944 dollar. 
The figures contained in this section were obtained from financial 


statements of the World Bank Group. 


Detailed information on the policies and operations of the 
World Bank Group can be found in the World Bank Annual Report and the 
International Finance Corporation Annual Report. Information concerning 
world financial and economic developments as they affect developing 
countries is contained in the annual] World Development Report published 


by the World Bank. 


INTERNATIONAL MONETARY FUND 


The International Monetary Fund promotes the smooth 
functioning of the international monetary system so as to encourage 
international trade and capital movements and, ultimately, high rates of 


sustainable economic growth, high levels of employment, and the 


development of the productive resources of member countries. In line 
with these general objectives, the Fund seeks to promote stability and 
order in exchange rates, to foster a multilateral system of settlements 
for current transactions between members, and to eliminate exchange 
restrictions that hinder world trade. Accordingly, the IMF provides 
short- and medium-term financial assistance to members faced with 
balance of payments difficulties, regardless of their degree of economic 
development, in order to enable them to correct temporary imbalances 
with a minimum of disruption to the international monetary system. It 
also provides, upon request, economic and technica] assistance to member 


countries. 


During 1984 the People's Republic of Mozambique and 
St. Christopher and Nevis joined the IMF bringing the total membership 
to 148 countries. The Fund's Executive Directors, management, and staff 
provide assistance to the Interim Committee of the Board of Governors on 
the International Monetary System which was established in 1974. This 
twenty-two member Ministerial Committee advises and reports to the Board 
of Governors on the management and adaptation of the international 
monetary system. The Committee held its twenty-second meeting on 
April 12, 1984 and its twenty-third meeting on September 2?, 1984 in 


Washington. 


Economic Environment 


During 1984 the global recovery gained strength and began to 
exert a positive influence on the economic and financial position of 
many developing countries. Among the industrial countries, growth in 
real GNP averaged 4.8 per cent, up from 2.6 per cent in 1983. The 
increased buoyancy in output and activity was due to a very strong 
economic expansion in the United States during the first half of the 


year. 


Elsewhere among the industrial countries economic growth also 
improved. Nevertheless, it remained significantly below that of the 


United States. Among the major countries the strongest growth was 


ot Sipe: 


experienced in Japan and Canada. Although economic growth in Europe 
picked up it nevertheless remained significantly below the average for 


the industrial countries as a group. 


Inflation in the OECD countries (as measured by GNP deflators) 
continued to moderate in 1984, averaging 4.8 per cent compared to a high 
of 9 per cent in 1981. At this level, inflation was lower than has been 
the case in more than a decade. Unemployment remained a serious 
problem, however. While in the United States strong growth resulted in 
a significant decline in unemployment, Furope and Canada continued to 


experience very high unemployment levels. 


On the external side, the current account balance in the 
United States (including official transfers) has deteriorated 
significantly in recent years, shifting from a surplus of 
U.S.$6 billion in 1981 to a deficit of $100 billion in 1984. This shift 
was associated with a large increase in capital inflows into the United 
States. The increased current account deficit was also associated with 
an opposite trend in the current account positions of most other OECD 


countries which recorded a surplus of around $29 billion in 1984. 


Over the past two years international efforts have been 
successful in helping to strengthen the economic position of the 
developing countries. Nevertheless, interest rate developments remained 
a source of vulnerability for debtor countries. As well, the economic 
situation of individual countries varied considerably, with many of the 


poorest continuing to face very difficult conditions. 


Initially, external adjustment efforts in non-oil LDCs relied 
on a substantial compression of imports. Spurred by the economic 
recovery in the industrial countries, however, non-oil LDC exports 
increased by almost 13 per cent in value last vear, permitting their 


current account deficit to fal] to U.S.$45 billion in 1984 from 


$53 billion the previous year, despite renewed import growth. Growth 
averaged 3.7 per cent, reflecting the first significant increase in per 


capita income in three years. 


The U.S. dollar strengthened against all major currencies in 
1984, touching new record highs against several of them. On the basis 
of yearly average values, the dollar appreciated by 13.7 per cent 
against the currencies of the European Monetary Svstem (EMS), including 
increases of 14.7 per cent against the French franc and 11.5 per cent 
against the German mark. The U.S. dollar advanced 13.5 per cent in 
relation to the pound sterling, 0.5 per cent against the ven, and 
5.1 per cent against the Canadian dollar. Most developing countries 
continued to peg their currencies to that of a major trading partner or 


to a basket of currencies. 
The Fund's Resources 


The quotas of members in the IMF are of central] importance 
both from a political and economic standpoint. Politically, a member's 
voting rights are determined by the size of its quota. As well, quotas 
are an important determinant of membership on the Executive Board, which 
manages the day-to-day operations of the Fund, and on the Interim 
Committee, whose composition is patterned on that of the Fxecutive 
Board. From an economic standpoint, the subscriptions of members are 
equal to their quotas. In addition, a member's drawing capacity on IMF 
financial] resources for balance of payments support is based on the size 
of its quota. Members’ quotas are also used as the basis for 


determining allocations of SDRs. 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can 
draw on the reserve tranche and four normal] credit tranches, each 
amounting to 25 per cent of their quotas. Drawings beyond the first 
credit tranche are phased under 'stand-by' arrangements tied to 
performance criteria associated with stabilization programs. Members 


can also use three permanent facilities created for specific purposes: 


=f 6s. 


the Compensatory Financing Facility (CFF) created in 1963 to assist 
members in covering balance of payments problems brought on by a 
short-term decline in their export earnings and, more recently, 
temporary increases in the cost of cereal imports; the Buffer Stock 
Facility (BSF) created in 1969 to help members with balance of payments 
difficulties finance their participation in international buffer stock 
arrangements; and the Extended Fund Facility (EFF) created in 1974 for 
members suffering from balance of payments problems resulting from 
structural maladjustments. EFF programs cover drawings phased over 


periods up to three years and are also subject to performance criteria. 


In addition, the Fund temporarily operated the Supplementary 
Financing Facility (SFF) (used in conjunction with drawings on the 
second and higher credit tranches and the EFF) to help members to 
finance payments deficits that were exceptionally large in relation to 
their quotas. The facility, which used resources borrowed from monetary 
authorities, started operating in early 1973. In order to continue 
providing additional conditional resources to help members with large 
payments deficits and serious adjustment problems the SFF was superseded 
by the Fntarged Access Policy in 1981 which is also financed through 
borrowed funds and which allows drawings beyond the normal credit 


tranches. 


In addition to facilities in the General Resources Account, 
members participating in the Special Drawing Rights Department have, 
since January 1970, been able to use SDRs in transactions with the Fund 
or with other participants as a means of either obtaining other members' 
currencies or redeeming their own. All Fund members currently 


participate in the SDR Department. 
Activities of The Fund 


During 1984 the Fund's activities were directed towards 
assisting debtor countries in consolidating the gains made in 
strengthening their balance of payments positions and in ensuring that 


the IMF will continue to be able to assist them in resolving their 


financial difficulties. Although the financial situation of debtor 
countries remains tight they nevertheless have achieved enough 
flexibility to permit them to take some advantage of the economic 
recovery in the industrial countries. Fund lending has played an 
important part in directly strengthening the financial positions of 
these countries. Beyond providing temporary financing to bolster 
international reserves, however, a crucial aspect of Fund assistance is 
the implementation of corrective policy measures by the recipient 
country to restore financial and payments stability. These adjustment 
programs help to promote confidence on the part of commercial and 
official creditors and, thereby, act as a catalyst for new financial 


flows from these sources. 


As a result of the improved economic position of debtor 
countries a review of the Fund's Enlarged Access Policy (EAP) was 
undertaken last year leading to an adjustment in drawing limits. When 
the EAP was implemented to provide increased assistance to members it 
was recognized that it would be a temporary facility. In view of the 
improved economic situation last year it was felt that enough 
flexibility existed to reduce the size of this facility. However, it 
was also recognized that despite the current economic situation many 
member countries continued to face difficulties and that serious 
questions remained about their medium-term prospects. Consequently, it 
was agreed that enlarged access should be maintained, although maximum 
drawing limits would be reduced somewhat. Annual access under the EAP 
was therefore reduced to 95 or 115 per cent of quota (from 102 or 
125 per cent of quota), with three-year limits of 280 or 345 per cent of 
quota (down from 306 or 375 per cent of quota), and cumulative limits of 
408 or 450 per cent of quota (compared to the previous limit of 408 to 
500 per cent of quota). As was the case previously, the actual limits 
established within these various ranges depend on the seriousness of the 


balance of payments need and the strength of the adjustment effort. 


It is generally agreed that quota payments by member countries 
should be the normal source of financing for the Fund's lending 


activities. In recent years, however, the increase in financial 
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assistance provided by the IMF and the more medium-term nature of its 
adjustment programs have placed pressure on the Fund's resources. In 
order to protect its liquidity position -- which must be adequate to 
meet the potential as well as the actual financing needs of deficit 
countries -- and ensure the continued effectiveness of its operations 
the Fund, in recent years, has supplemented its own resources by 
borrowing from member countries. Since 1962 Ministers of the ‘Group of 
Ten’ (G-10) industrial countries (which includes the ten largest 
industrial countries in the IMF plus Switzerland) have provided a 
revolving line of credit under the General Arrangements to Borrow (GAB). 
Initially, the GAB was established to provide the IMF with temporary 
financing to help it meet exceptionally large drawings by any one of the 
contributing countries. In 1983 the GAP was enlarged and its mandate 
broadened to cover drawings by any Fund member under particular 
circumstances. The size of the line of credit available under the GAB 
is now SDR 17 billion. As a result of an agreement between it and the 
Fund, Saudi Arabia made available to the IMF SDR 1.5 billion last year 
in association with the GAB and for the same purposes as the resources 
available under the arrangement. During 1984 the Fund did not utilize 
any of the resources available under the GAB or the associated Saudi 


line of credit. 


Since the mid-seventies, the IMF has engaged in borrowing 
operations to support the SFF and, more recently, the EAP. As of 
December 1984, outstanding Fund borrowings to finance SFF resources lent 
to members amounted to the equivalent of SDR 6.5 billion. In 1984 Saudi 
Arabia provided the IMF with an additional line of credit for 
SDR 3 billion, available to May 1987, in support of the IMF's lending 
activities through the EAP. Drawings on this additional line of credit 
may be made by the Fund beginning in 1985. This line of credit brings 
to SDR 11 billion the total amount provided or made available to the 
Fund by Saudi Arabia over the past few years in direct support of the 
EAP. The assistance provided by Saudi Arabia last year was matched by a 
one vear SDR 3 billion line of credit provided by a number of industrial 
countries including Canada through the Bank for International 


Settlements (BIS), as well as separately by Japan and Belgium. 


Operations of the Fund 


Total financial assets of the Fund as of December 31, 1984, 
were around SDR 104 billion. Holdings of members' currencies totalled 
SDR 95 billion (a large part of these assets, however, are not available 
for lending since they are the currencies of members with weak external 
positions or low international reserves). SDRs held by the Fund 
amounted to almost SDR 5 billion and its gold holdings amounted to 
SDR 3.6 billion valued at SDR 35 per fine ounce. 


As displayed in the following table, the flow to member 
countries of Fund-related resources in 1984 was SDR 8,2 billion 
(SDR 5.9 billion net of repurchases). This compares to SDR 14.2? billion 
in 1983 (SDR 12.2 billion net of repurchases). The sharp decline in 
purchases last year reflected the need in 1983 for substantial amounts 
of Fund assistance by countries facing serious balance of payments 
difficulties and the relatively greater reliance, in 1984, on other 
sources of financing. The flow of funds to member countries last year 
included drawings on the Fund's General Resources Account (GRA) and the 
SFF Subsidy Account. Of this total, all but SDR 29 million was drawn by 


developing countries. 


Purchases under the GRA (mostly in drawings under conditional 
Fund facilities) amounted to SDR &.1 billion compared to 
SDR 14.1 billion in 1983. Net of repurchases the flow of resources 
through this account was SDR 5.8 billion (SDR 12.1 billion in 1983). 
Purchases under the reserve tranche, which a member with balance of 
payments difficulties can draw on automatically, decreased by 
SDR 721 million, reflecting the fact that a large proportion of 
resources available under this tranche was drawn by deficit countries 
over the previous two years. Due to the surge in LDC exports during 
1984 the demand for assistance under the CFF fell dramatically to 
SDR 816 million (down from SDR 2.8 billion in 1983). Drawings on the 
buffer stock facility also fell significantly last year (by 
SDR 306 million) due to the decline in contributions by countries to 


international buffer stocks. 
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TABLE 1 


FLOW OF RESOURCES THROUGH IMF 1983-84 


(in millions of SDKs) 


Total Purchases 

Reserve Tranches 

Credit Tranches 
(through SFF) 
(through EAP) 

Buffer Stock 

Compensatory Financing 

Extended Facility 
(through SFF) 
(through FAP) 


Total Repurchases 
Net Purchases 
SDR Allocations 
SFF Subsidy Account 
Total Flow of Resources 


Total Flow Net of Repurchases 


1983 


14,133 
PFOS4 
4,250 

(844) 

(2,100) 

308 
2,838 
4,603 
(834) 
Cho 56) 


by O33 


P2100 


68 
14,204 
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1984 


8,105 
813 
3,149 


CLG7 95> 
2 

816 
Biase a! 
(200) 
(1,464) 


2.9295 
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New commitments under stand-by and extended arrangements in 


1984 amounted to SDR 4.5 billion, down from new commitments of 


SDR 10.5 billion entered into during 1983. As of December 31, 


1984, 


29 stand-by arrangements and 4 extended arrangements (a]1 with LDCs) 


were in effect. The total amount agreed to under these arrangements 


amounted to SDR 14.8 billion with an undrawn balance of SDR 6.6 billion. 


This compares to 33 stand-by and 10 extended arrangements in effect at 


the end of 1983 with a total of SDR 22.9 billion committed and an 


undrawn balance of SDR 12.4 billion. 


The total amount of SDRs in circulation in 1984 was 


SDR 21.4 billion. Total transfers of SDRs between participants in the 


SDR Department, prescribed institutional holders of SDRs outside the 


IMF, and the Fund's General Resources Account amounted to 
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SDR 15.7 billion during 1984 compared to SDR 20.7 billion in 1983. The 
decline in SDR transfers last year was due to the use of SDRs in 1983 by 
countries increasing their quota subscriptions at the IMF. Transactions 
with designation (in which countries designated by the IMF provide their 
currencies to countries with balance of payments problems in exchange 
for SDRs) amounted to SDR 2.3 billion compared to SDR 2.6 billion in 
1983. The bulk of these transactions involved the simultaneous purchase 
of SDRs from the Fund as part of IMF balance of payments loans. 
Transactions by agreement between participants amounted to 

SDR 2.9 billion compared to SDR 2.7 billion during the previous year. 
Holdings of SDRs by prescribed institutional holders outside of the IMF 
(of which there are 14) fell by SDR 3.1 billion last year to 

SDR 23.3 billion. Transfers of SDRs from the GRA (to members drawing on 
the Fund and the servicing by the TMF) equalled SDR 6 billion Jast year. 
Transfers of SDRs to the GRA amounted to SDR 3.9 billion. Consequently, 
the GRA's holdings of SDRs fell last year to SDR 5 billion from 

SDR 7 billion at the end of 1983. 


IMF Relations with Canada 


Canada's quota at the IMF is SDR 2,941 million. IMF holdings 
of Canadian dollars as of December 31, 1984 amounted to SDR 2,413 million 
or 82 per cent of quota. This compares to holdings of SDR 2,393 million 
(81.4 per cent of quota) at the end of 1983. Canada's reserve position 
in the Fund (the amount that can be drawn on demand for balance of 
payments purposes) was SDR 692 million at year's end (including 
SDR 164 million in loans to the Fund under the SFF line of credit), 
compared to SDR 672 million at the end of 1983. Reflecting the strength 
of Canada's balance of payments position, purchases of Canadian dollars 
Jast year through the Fund equalled SDR 7.8 million. Canadian dollars 


were used in repurchases amounting to SDR 36 million. 


Revenues received by Canada in 1984 from the Fund totalled 
near SDR 42 million. Of this SDR 15.5 million represented interest on 


SFF loans, SDR 19.6 million on Canada's net creditor position in the 


General Resource Account, and SDR 7 million in earnings on SDR holdings. 
Interest charges of SDR 87 million were incurred by Canada on SDRs 


allocated by the Fund in previous years. 


In order to assist the Fund's operations, Canada has made 
available lines of credit that can be used to temporarily supplement the 
IMF's own resources. Canada's commitment under the General Arrangements 
to Borrow is the equivalent of SDR 892.5 million. As was the case in 
1983, this line of credit available from Canada was not utilized by the 
Fund last year. In addition to participating in the GAB, Canada has 
also made availabJe support for Fund activities under the SFF and the 
FAP. Outstanding loans by Canada in support of the SFF amounted to SDR 
164 million at the end of 1984. As a participant in the financing of 
the Fund's Enlarged Access Program, Canada made available a line of 
credit of SDR 50 million in 1981. This amount was committed through the 
Bank of Canada under a stand-by facility with the RIS in favour of the 
IMF. The full amount of this line of credit was drawn upon in 1983 and 
will mature in 1985. As part of the 1984 SDR 3 billion lending 
arrangement between the industria] countries and the IMF in support of 
the EAP, Canada provided, through the Bank of Canada, loan guarantees of 
SDR 180 million for BIS loans to the IMF. This commitment will only 
involve a cash payment by Canada in the event that the BIS encounters 


liquidity problems or the IMF is unable to repay its loans. 


Canada's cumulative allocation of SDRs remained at 
SDR 779 million during 1984. At the end of the year Canada's holdings 
of SDRs amounted to SDR 74 million or 9.5 per cent of its cumulative 


allocation. 


A team of IMF officials visited Ottawa in November 1984 as 
part of the annual consultation procedure under Article IV of the Fund's 


Articles of Agreement. 
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In 1984, the Honourable Marc Ialonde was replaced as Canada's 
representative on the IMF Board of Governors by the Honourable 
Michael H. Wilson, Minister of Finance. Canada was represented on the 
Fund's Executive Board by Mr. R.K. Joyce. Mr. Joyce also serves as 
Director for Ireland, Jamaica, the Bahamas, Barbados, Belize, St. Lucia, 
Grenada, Antigua, St. Vincent, and Dominica. In addition, Mr. Joyce 
also represented St. Christopher and Nevis upon the admission of this 


country to the IMF. 
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THE WORLD BANK GROUP 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (TBRD OR WORLD 
BANK), AND THE INTERNATIONAL DEVELOPMENT ASSOCTATION (IDA) 


Purpose and Functions 


The primary function of the World Bank and INA is to help 
raise living standards in the developing world by channeling long-term 
financial resources in support of high priority investments and needed 


policy and institutional reform. 


The World Bank and IDA differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free 
advances from governments for the bulk of its resources and thus can 
make loans on much softer terms. Otherwise, the World Bank and IDA have 


similar policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and its eligibility for World Bank or IDA financing. 


By giving continuous attention to the economic situation of 
developing member countries, the World Bank also seeks to help such 
countries make more effective use of all resources at their disposal, 
both domestic and foreign. It does so by providing assistance in 
formulating development policies, establishing development 
organizations, drawing up investment programmes for specific sectors and 


regions, identifying and preparing projects for financing, and 
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encouraging the coordination of development assistance from bilateral 
and multilateral agencies. In recent years, the World Bank has been 
paying particular attention to the problem of greater equity in the 
distribution of benefits from development. This has meant increased 
emphasis on the type of projects which affect the living conditions of 
the poorest groups in the developing world, e.g., agriculture, 


population planning, and urban housing. 


In respect of coordination, the World Bank has been active in 
establishing 23 ongoing aid coordination groups for recipient countries, 
of which one is the Caribbean Group for Cooperation and Economic 
Development, and is participating in two additional groups, one chaired 
by the Netherlands for Indonesia and the other by the OECD for Turkey. 
Upwards of 36 nations and more than a dozen international agencies have 
been associated with one or more of these aid-coordinating activities. 
(Canada's participation in World Bank Consortia and Consultative Groups, 
as well as other aspects of World Bank Activity, is described in a 
separate section of this report entitled ‘Canada and the World Bank 


Group'.) 


The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Program 
(UNDP), the United Nations’ specialized agencies, the regional 
development banks and the Organization for Economic Cooperation and 
Development. For example, the World Bank and the United Nations 
exchange information and coordinate technical assistance and other 
development activities through a high level] liaison committee, and the 
World Bank Group has acted as an executing agency for a number of 
pre-investment studies financed by the UNDP. Also, the World Bank and 
the IMF established in 1974 a Joint Committee of the Boards of Governors 
of both institutions to seek ways to improve the flow of financial 
assistance to developing countries. This Committee, referred to as the 


Development Committee, met twice during 1984 at the ministerial level. 
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Resources 
(a) World Bank Resources 


The World Bank's funds are provided primarily from three 


sources: 
(i) Paid-in capital 


Of authorized capital of SDR 78.6 billion (equivalent to 
U.S.$73.9 billion as of December 31,,°1984), U.S 2856 .0° billion 
had been subscribed and U.S.$5.0 billion of this amount had 
been paid in. Agreement was reached on January 4, 1980, to 
increase the authorized capital of the Bank by some 

$40 billion over a five-year period, ending in mid-—-1986. Of 
this increase, 7.5 per cent will] be paid in, while the rest 
will remain callable and be used to support capital market 


borrowings. 


Jn addition, on August 30, 1984, agreement was reached on a 
selective capital increase of some $8.4 billion, of which 
8.75 per cent would be paid-in. This capital increase was 
designed to allow members to realign their shares of the 


Bank's capital in relation to the recent IMF quota review. 
(ii) Borrowing 


As of December 31, 1984, the World Bank had outstanding 
borrowings of $45.8 billion (of which $3.0 billion were 
short-term borrowings). The net increase in long-term 


borrowings in 1984 was $2.23 billion. 
(iii) Net Income from Operations 
As of December 31, 1984, undistributed retained earnings 


amounted to approximately $4.60 billion. Net income in 1984 
was $929.3 million as compared with $562.9 million in 1983. 
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(b) IDA Resources 


IDA's loanable resources ($30.0 billion) have been derived 
largely from budgetary allocations from its Part I member governments, 
most of which are developed countries. Total resources made available 
or committed, including qualified commitments, to IDA from the beginning 
of its operations to the end of 1984 were approximately $32.5 billion. 
Other resources that have become available to IDA since its inception 
totalled $2.5 billion. These were largely derived from transfers by the 
World Bank of a portion of its net earnings to IDA ($2.0 billion). The 
remainder has come from contributions from Switzerland and repayments by 


IDA borrowing countries. 


During 1983, members negotiated a $9 billion Seventh 
Replenishment of IDA (negotiations were actually completed in early 
1984) which wil] likely become effective in March 1985. This 
replenishment is intended to provide the resources for the IDA lending 


program through June 30, 1987. 


At the September meetings of the joint World Bank/IMF 
Development Committee, and again at the December 1984 high level meeting 
of the OECD Development Assistance Committee (DAC), all of the 
industrialized countries, including Canada, endorsed the World Bank's 
Joint Program of Action for Sub-Saharan Africa. This program highlights 
the need for African governments to formulate and implement programs of 
policy and institutional reform which, inter alia, would restore market 
incentives and strengthen cooperative private enterprises. Subsequently, 
the World Bank's management proposed a three-year voluntary Special 
Facility for Sub-Saharan Africa, administered by IDA, which would 
augment the resources it can loan to support specific programs of policy 
and institutional reform. It would also enable the World Bank to play a 
more active coordinating role which would assist in increasing the 


effectiveness of bilateral aid programs in the region. 
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The World Bank's management promoted the Special Facility as a 
one time effort with a goal of providing IDA with an additional 
U.S.$1 billion over three years. They emphasized that the Special] 
Facility would not continue beyond the three-year period and future 
resource requirements would have to be looked at in the context of the 
next regular IDA replenishment which wil] likely be negotiated by 
mid-1986. The management of the World Bank called a meeting in Paris on 
January 31 and February 1, 1985 of the major IDA contributors to 
establish the Special Facility. At that meeting, pledges for the 
Special Facility itself amounted to U.S.$667 million. Other donors 
agreed to provide approximately U.S.$425 million as joint financing for 


the same purposes and under equivalent terms as the Facility. 


Loans and Credits 


(i) IBRD Loans 


As of December 31, 1984, IBRD had approved loans 
(1) 


cumulatively totaJling $98.7 billion (net of cancellations, 
terminations and refunds) to 105 of its 148 members. The 
World Bank's loans are long term (15 to 20 years maturities at 
present) and carry rates of interest which approach commercial 
rates. Since July 1, 1982, the lending rate is determined 
every six months as of January 1 and July 1 based on the 
average cost of the pool of IBRD borrowings over the preceding 
six months plus a spread of 50 basis points. At the end of 
December 1984, the IBRD lending rate was 9.89 per cent and the 


front end fee 0.25 per cent. 


(1) includes IFC and Taiwan. 
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(ii) IDA Credits 


As at December 31], 1984, IDA had lent $32.02 billion (net 
of cancellations, refunds and terminations) to 81 of its 131 
member countries. IDA's development credits are interest-free 
(although there is a service charge of 3/4 of 1 per cent on 
disbursed balances) and are extended for a 50-year term with 
10 years’ grace. On January 5, 1981, in an effort to increase 
the funds available to IDA and to reduce IDA's operating 
deficits, the Board of Directors authorized a commitment fee 
for IDA development credits of 0.5 per cent on undisbursed 


balances. 
THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial] terms in productive 
private enterprises in developing member countries. With the addition 
of one country in 1984, the IFC now has 126 members. The total 
resources available at the end of 1984 amounted to $1,488.3 million; 
these were derived from paid-in capital subscribed by member governments 
($544.4 million), World Bank loans - drawn and outstanding 
($661.9 million), loans from others - drawn and outstanding . 

($35.0 million), and the accumulated earnings ($247.0 million) which was 


derived from income on operations. 


On June 27, 1984, members agreed to a doubling of the IFC's 
capital to $1.3 billion over the period ending on August 1, 1989. 


IFC's commitments during calendar year 1984 amounted to 
$408.7 million, bringing the total cumulative gross commitments since 


inception of operations to $5,616.0 million in 83 countries. 


PIO 
GENERAL REVIEW 
Total loans, credits and investments signed (net of cancellations, 
terminations and refunds) by the World Bank Group in 1984 and in the 


three preceding years were as follows: 


1981 1982 1983 1984 
(inemillions of.Us<S. dollars) 


World Bank 8,973* 9,676* LL, 932% 9, 506% 
IDA 3,688 2,824 3,442 35336 
LFC 1 30 383 654 409 

TOTAL 135394 12,883 15,698 ern 


* Inetuding loans to IFC of 541,60 milivon in a9ol. onl sc mii Lor re 
1982, $39.8 million tn 1983, and $124.0 .million-in 1984. 

Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1984 according to geographical area and purpose, 
while Table If is a historical summary of loans and credits by year, 
geographical area and purpose. IFC investments and commitments are 


listed in Table III. 


CANADA AND THE WORLD BANK GROUP 


Canadian Representation on World Bank Group Executive Roards 


The Governor for Canada as of September 1984, was the 
Honourable Michael Wilson, Minister of Finance. In August of 1984, 
Mrs. Margaret Catley—Carlson, President of the Canadian International 
Development Agency, was appointed as the Alternate Governor for Canada 
of the World Bank Group, replacing Mr. Bernard J. Drabble, Associate 
Deputy Minister, Department of Finance. At the annual meeting of the 
World Bank held in Washington in September 1984, Mr. Robert Jovce was 
elected as Canada's Executive Director on the Bank's Board, replacing 
Mr. Morris Miller. Mr. Joyce also represents Bahamas, Rarbados, Belize, 
Antigua and Barbuda, Dominica, Grenada, Guyana, Ireland, Jamaica, 


St. Lucia and St. Vincent and the Grenadines and St. Kitts. 
Funds Subscribed or Contributed 


World Bank - To the end of 1984, Canada's subscription to the 
World Bank's capital stock was $2,597.5 million of which 
U.S.$207.4 million (Cdn.$240.8 million) has been paid in. 


IDA — As a Part T member of IDA, Canada had to the end of 1984 
paid U.S.$1,657.7 million (Cdn.$1,897.8 million) to the Association. 
Canada's share of the Sixth Replenishment of IDA amounted to 
U.S.$516.0 million (Cdn.$601.8 million). During 1984, Canada completed 
its obligations under this Replenishment by contributing 
U.S.$129.6 million (Cdn.$167.7 million). In 1984, Canada also 
contributed a final payment of U.S.$20.6 million (Cdn.$26.3 million) to 
a Special Fund which was established, to maintain IDA's lending program 
in its fiscal year 1984 and prevent it from experiencing a serious 
decline as a result of delays in U.S.A. contributions. Canada's total 


contribution to this Special Fund amounts to Cdn.$200.6 million. 


IFC - Canada's total subscription to the IFC since it became a 


member of the Corporation in 1956 amounts to U.S.$21.7 million. 
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Capital Increases and Replenishment 


World Bank - Earlier this year, negotiations were concluded 
for the IBRD Special Capital Increase (SCI). This increase created an 
additional 70,000 shares in order to allow members to adjust their 
shares of the IBRD's capital in line with changes in their relative 
economic strength, as reflected in the recent quota review in the 
International Monetary Fund (IMF). The total value of the capital 
increase is approximately U.S.$8.44 billion. Canada is entitled to 
subscribe to an additional 1,976 shares which would for the most part 
allow it to maintain its current share of the IBRD's capital (2.92 per 
cent as compared to 2.93 per cent before the capital increase). If 
Canada were to subscribe to its ful] share of the capital increase, the 
total cost would be approximately Cdn.$27.7 million paid-in and 
Cdn.$289.3 million callable (at current exchange rates). The payments 


to the World Bank would be made over three years starting in 1985. 


IDA - The IDA 7 negotiations completed in 1983, resulted in a 
U.S.S$9 billion replenishment which will finance its lending program over 
the next three years. During the negotiations, Canada indicated that, 
subject to Parliamentary approval, it would be prepared to contribute 
4.5 per cent of Cdn.$500.1 million (the exchange rate for national 
currencies was set during the negotiations). This share is below 
Canada's cumulative share of 5.11 per cent but slightly more than its 
4.3 per cent share of IDA 6. The payments would be made over three 


years starting in 1985. 


In addition, Canada has agreed to contribute Cdn.$100 million 
to the Special] Facility for Sub-Saharan Africa which will be 


administered by IDA. 


IFC - The total capital increase for the IFC, approved in 
1984, amounted to U.S.$650 million which is entirely paid-in. If Canada 
were to maintain its current share of 3.85 per cent, the cost to Canada 
would be approximately Cdn.$32.5 million (at current exchange rates). 
The payments to IFC would be made over five years starting in 1985. As 


no legislative authority for Canada's participation in the IFC exists, a 
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bill amending the Bretton Woods Agreements Act was before the House as 
of the time this report was being prepared. This amendment is necessary 


before Canada can participate in the IFC's capital increase. 


Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank, 
countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. When the U.S. 
dollar was devalued relative to gold in the early 1970s, a number of 
countries incurred maintenance of value obligations on their share of 
paid-in capital subscriptions and contributions. The World Bank agreed 
not to seek payment of these obligations. Maintenance of value obligations 


do not exist for IDA contributions. 


World Bank Borrowings in Canada 


From 1972 through 1981, the Bank did not borrow in Canadian 
dollars. However, in 1982, the Bank commenced borrowing again in 
Canadian dollars through public issue both in the domestic and 
Euromarkets and through private placements. At December 31, 1984, the 
Bank had borrowed an aggregate principal amount of $905 million of which 
$658.1 million was outstanding. These amounts include the Bank's first 
floating rate issue denominated in Canadian dollars. This borrowing 
which was a private placement, in the amount of $100 million has a 
99-year maturity and represented at the time of placement the longest 
maturity for any borrowing completed by the Bank. In addition, in 
January 1985, the Bank completed a second $100 million, 99-year private 
placement and a $50 million private placement in Canada with a central 


bank of one of the Bank's member country. 


In the official sector, the Bank of Canada, as fiscal agent of 
the Government of Canada, has purchased an aggregate principal amount of 
U.S.$324.1 million of the Bank's traditional two-year U.S.$ denominated 
offerings to central banks. At December 31, 1984, U.S.$60 million of 
these bonds were held by the Bank of Canada. In addition, the Bank of 
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Canada has invested U.S.$35 million in the Bank's central bank facility, 
a one-year instrument carrying a floating rate of interest set at a 


spread over the one-year U.S. Treasury Bill. 


Canadian Goods and Services for Projects Financed by 


the World Bank and IDA 


Total identifiable expenditures in Canada by World Bank and 
IDA borrowers to December 31, 1984 were U.S.$1037.8 million. 


Canada's cumulative share of foreign procurement under World 
Bank loans is 2.0 per cent which is equivaJent to Canada's share of OECD 


member exports to the developing countries. 


Canada's performance in this regard has improved markedly 
since 1980. Over the past four years (1981-84), Canadian suppliers of 
goods and services won 2.5 per cent of OECD member procurement compared 
to 1.9 per cent over the preceeding four years. From 1981-84, Canada's 
procurement was distributed in four broad categories: consultant 
services (34%), civil works (24%), machinery and equipment (21%) and 


other materials (21%). 


Details of the expenditures, made by year, are provided in 


Table. FV 


Canadian Personnel 


There were 194 Canadian nationals on the staff of the World 
Bank Group at the end of June 1984; of these, 120 were in professional] 
positions for the World Bank and IDA, and 16 for the IFC; 52 were in 
non-professional positions for the World Bank and IDA, and 6 for the 
IFC; Canadians accounted for about 3.2 per cent of the Group's 


professional staff in 1984. 


a 


Canada's Contribution as a Member of Consortia and 


Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to review 
the economic situation and policies of and coordinate assistance to 
Bangladesh, the Caribbean (CGCED), Colombia, Egypt, India, Kenya, 
Madagascar, Nepal, Pakistan, Peru, Sri Lanka, Sudan, Tanzania, Thailand, 
Tunisia, Uganda, Zaire and Zambia. Canada is also a member of the 
Intergovernmental Group for Indonesia, participated in the creation of a 


Consultative Group for Senegal. 


In 1984, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in projects in 
Bangladesh, Burkina Faso, Cameroon, Congo, Egypt, Ghana, Guinea, 
Honduras, Indonesia, Ivory Coast, Kenya, Leeward and Windward Islands, 
Mauritania, Morocco, Pakistan, St-lucia, St-Vincent, Sri Lanka, 


Thailand, Uganda, and Zaire. 


Canada is participating in two inter-regional initiatives 
funded principally by the World Bank and a number of bilateral donors 
and carried out by the UNDP. These initiatives are the ‘Energy Sector 
Assessment Program’ and the ‘Energy Management Assessment Program’. The 
former involves the following countries: Burkina Faso, Cameroon, Egypt, 
Ghana, Guyana, Ivory Coast, Jamaica, Nicaragua and Tanzania. The latter 


involves Egypt, Ghana, Jamaica, Kenya, Tanzania and Uganda. 
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Préts de la Banque mondiale et crédits de 1'AID 


TABLE I -— TABLEAU I 


World Bank Loans and IDA Credits 


January 1 - December 31, 1984/1°* janvier - 31 décembre 1984 
(Millions of U.S. dollars - en millions de dollars f#.-U.) 


WORLD BANK- 
BANOQUE MONDIALE 


\REA - REGION 


: Africa - Afrique 
yyientale 

: Africa - Afrique 
yecidentale 

ye, Middle Fast & 
jorth Africa - Europe, 
foyen-Orient et Afrique 
lu Nord 

m America & Caribbean 
- Amérique latine et les 
mtilles 

: Asia and Pacific - 
isie orientale et le 
’acifique 

th Asia - Asie du sud 


‘OTAL 
MURPOSE — OBJET 


culture —- Agriculture 

‘lopment Finance Companies 

- Sociétés financiéres de 
développement 

tation - Education 

istry — Industrie 

‘gy - Fnergie 

‘project - Hors projet 

(lation - Population 

ir - Energie électrique 

1 Scale Enterprise 

'etites Entreprises 

mical Assistance - 

ssistance technique 

‘communication —- 

'elécommunications 

‘ism - Tourisme 

isportation - Transport 

m Development - 

leveloppement urbain 

‘x Supply - Adduction 


au titre de la Banque. 
Included in Industry 
_Inclus dans Industrie 


No.-N 


107 


et 
ONM WOH /O 


" 
107 


Amount 


Montant 


96.9 


Lies 


242061 
Behl Ons 


2,676.0 
1,513.5 


E5057 
1,468.7 


782.3 
494.0 
859.0 
ego me el 
431.0 
68.5 
b.539.0 


30.0 
2,086.4 
444.3 


413.9 
9,005 «7 


Joint Bank/IDA operations counted only once as Bank operations. 
Toute opération menée conjointement par la Banque et 1'AID n'est comptabilisée qu'une fois, 


IDA - AID 

<a Amount— 
No.-N Montant 
32 A235 
28 BAG She 
5 5564 
me 2a 
| Fe) es. 
29 Pero ws 
99 3% 2310 
30 Ve 20-0:5 7. 
1 156.0 
9g 206.0 
5 116.8 
7. 99.5 
5 306.0 
1 85.0 
? 334.6 
Li 105.9 
] 40.0 
2 eRe | 
8 88.0 
2 101.0 
99 3/725526 


a7 


a 


206 


206 


1) 


TOTAL 


bre 


No.-N 


Amount-— 
Montant 


23479.5 
at beg J » 


Oa A 
34 0998.9 


12, tal 3 
Lip Bd 24 


9331.3 
700.0 
975.8 
974.6 
491 90 
Lo3ee 
1.. 869.6 


123.4 
70.0 
2,404.5 
a var ae 


514.49 
LZR SL ok 


TABLE II -— TABLEAU II 
Cumulative World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'ATD cumulés aux pays en développement 
(Amounts in millions of U.S. dollars - en millions de dollars F£.-U.) 


World Bank Loans IDA Credits 
Préts de la Banque mondiale Crédits de 1'AID 


Commitments) 


Noe Commitments No; 
N Engagements N Fngagement 
By Fiscal Year* - 
Année financiére* 
Cumulative to 1968 - 

Cumulé jusqu'en 1968 549 LiL eh1s <1 116 1,8 

Total 1969-197 374 8,917 «6 273 3,9 

Total 1974-1978 666 gO Spares 376 Tian 

1978-1979 142 6,989.0 105 35 

1979-1980 144 764452 103 39a 

1980-1981 r39 8,808.9 106 3,4 

1981-1982 150 L0-329.6 97 2 , Gi 

1982-1983 136 1 a i fe 107 Ssam 

1983-1984 129 LE yous 106 3,55 

1984-1985 (July 84—-Dec 84) 

(juillet 84-déc. 84) 19 1 i6.9 29 
TOTAL 2448 102;,678.3 1418 34,3 
By Purpose —- Objet 
(Cumulative to Dec. 31, 1981 - 
Cumulé jusqu'au 31 déc. 1981) 
Agriculture and Rural Develop- 

ment - Agriculture et 

développement rural 55] 21,348.6 546 L2's@ 
Education - Education 250 10,015.9 55 B 
Energy - Energie 150 eps Abad | 137 2 , Of 
Industrial Development and 

Finance - Développement et 

financement de l'industrie 205 9,846.8 69 1,a 
Industry - Industrie 60 ECO sok 35 +9 
Non-Project - Hors projet 68 O29244 48 35m 
Population and Nutrition - 

Population et alimentation 20 86 Le3 rae 93 
Power —- Fnergie électriqu 384 1853708 7 3,87 
Small-scale enterprises - 

Petites entreprises - _ - 

Technical Assistance - 

Assistance technique 19 169.1 65 

Telecommunications - Télécom- | 

munications 61 1,768.6 32 1,08 
Tourism — Tourisme - - = 
Transportation - Transport 480 18,743.9 241 4,6) 
Urban Development - Dévelop- 

pement urbain To ZehilOu 47 
Water Supply and Sewerage - 

Adduction d'eau et assainis-—- 

sement i Ueto alee. 67 lg 

TOTAL 2,448 102,678.3 1418 34,31 
* Fiscal years are those of the World Bank Group (July 1 to June 30). *Les années financié 

sont celles du Groupe de la Banque mondiale (du ihe juillet au 30 juin). i 


i 


} Included in Indust 
Inclus dans Industrie 


TABLE III - TABLEAU III 
Summary of IFC Operations as of December 31, 1984 
Résumé des opérations de la SFI au 31 décembre 1984 


No. of Commitments Total Commitments Disbursements 
-Nombre d'engagements ~ Engagements totaux -Versements 
(Millions of U.S. dollars - 
en millions de dollars F.-U.) 


By Fiscal Year 
- Année financiére 


Up to 1970 160 470.5 291.8 
1970-1971 2a 101.4 42<0 
1971-1972 19 113.6 60.8 
1972-1973 25 146; 7 88.1 
1973-1974 OZ. 20344 16225 
1974-1975 31 ZA, 184.4 
1975-1976 33 245.03 19937 
1976-1977 34 Z06y 7 259.9 
1977-1978 40 33320 15 aas 
1978-1979 46 405.9 205.4 
1979-1980 54 649.6 31 bas 
1980-1981 45 13024 587.4 
1981-1982 46 36071 530,42 
1982-1983 7 332.8 374.4 
1983-1984 45 770.0 380.9 
1984-1985 (July—Dec. 84) 

(juillet-déc. 84) 36 o1 Gis) 182.9 


Cumulative to Dec. 1983 
- Cumulé a4 déc. 1983 706 5,616.0 4,047.53 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements - 416.2 - 


Net Commitments 
- Engagements nets - 5F1LIG ES 4047.3 


TABLE IV -—- TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
' Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de 1'AID en 
biens et services au Canada 


To December 31, 1984 - au 31 décembre 1984 


(In millions of U.S. dollars - 
en millions de dollars F.-U>) 


World Bank - IDA - 

Banque mondiale AID a 
By Calendar Year - Année civile 
Cumulative to December 31, 1960 - 

Cumulé au 31 décembre 1960 1S Os - 
1961 Sez - 
1962 J eF ~ 
1963 566 Te 
1964 Ast 1.8 
1965 334 Ad 
1966 LEG 6 rp 
1967 13.62 Ley 
1968 603 rire. 
1969 4.4 a AL) 
1970 736 es 
1971 Bip isa pees 
L972 rons Lea 
1973 Lee 4 ane 
1974 L370 8.4 
1975 eze¥ Foeu 
1976 Loved 10.8 
1977 Se 4.8 
1978 26.1 be 
1979 44.4 eee 
1980 Died Leo 
198] 94.3 la 52 
1982 13.0 i 20 
1983 Se eo 26.9 
1984 (July - Dec. 84) 

(juillet - déc. 84) 92.6 S450 
TOTAL S0zZ.5 2a eo 

Per Cent of Total Disbursements* - 
Pourcentage du total des dépenses* Zea Lo 


* Of total World Bank disbursements ($41 billion) and IDA disbursements ($13 billion) on 
and services originated in countries other than in the borrowing country. 
Du total des dé@penses correspondant 4 la Banque mondiale (41 milliards et de celles 114 
1"ATD (13 milliards) sur les biens et services provenant des pays autres que le pays 
emprunteur. 
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1985 


INTRODUCTORY NOTE 


This report reviews the operations during 1985 of the Bretton 
Woods Institutions: the International Monetary Fund (IMF) and the World 
Bank Group, which consists of the International Bank for Reconstruction 
and Development (IBRD), the International Development Association (IDA), 


and the International Finance Corporation (IFC). 


The IMF (the 'Fund') and the IBRD (the 'Bank"') were 
established at the Bretton Woods Conference in 1944. Canadian 
participation in these institutions was authorized under the Bretton 
Woods Agreements Act of 1945. The IFC was founded in 1956 as an 
affiliate of the IBRD by means of separate Articles of Agreement. 
Canadian participation in the IDA was authorized under the International 
Development Association Act of 1960. In 1985, the legislation for all 
three institutions was consolidated under the Bretton Woods and Related 


Agreements Act. 


The International Monetary Fund provides machinery for 
international consultation and collaboration on monetary, balance of 
payments, and exchange matters, including the elimination of exchange 
restrictions for current payments. Its operations are traditionally 
financed by subscriptions, or ‘quotas’, paid by member countries. These 
quotas generally reflect the relative importance of countries in the 
world economy. The IBRD and IDA have, as their main function, the 
extension of loans and credits to developing countries in order to 
enable them to finance projects which contribute to their economic 
development. The Bank obtains most of its funds by selling bonds in 
private capital markets. The IDA's resources come mainly from 
governments in the form of interest-free advances, enabling it to make 
loans on soft terms. The IFC supplements the activities of the Bank and 
IDA by making and encouraging investments on commercial terms in 
productive private enterprises in developing member countries. 
Membership in the Fund is a prerequisite for membership in the Bank and 
membership in the Bank a prerequisite for membership in the IDA and the 
IFC. 
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Figures in the section on the Fund are expressed in terms of 
Special Drawing Rights (SDRs), the unit of account for all IMF 
transactions. The SDR is defined in terms of a weighted 'basket' of 5 
major currencies (the U.S. dollar, the German mark, the Japanese yen, 
the pound sterling, and the French franc) and its value on any given day 
reflects current exchange rates for those currencies. In 1985, the 


value of the SDR varied between U.S.$.95 and $1.10. 


Detailed information on the policies and operations of the IMF 
as well as on world financial and economic developments is contained in 
the following Fund publications: the International Financial 
Statistics, the Annual Report on Exchange Arrangements and Exchange 
Restrictions, the Annual Report of the Executive Board, and the World 


Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. U.S. dollars of the weight 
and fineness in effect on July 1, 1944 are converted to current dollars 
on the basis of a rate of $1.20635 current dollars for one 1944 dollar. 
The figures contained in this section were obtained from financial 


statements of the World Bank Group. 


Detailed information on the policies and operations of the 
World Bank Group can be found in the World Bank Annual Report and the 
International Finance Corporation Annual Report. Information concerning 
world financial and economic developments as they affect developing 
countries is contained in the annual World Development Report published 


by the World Bank. 


INTERNATIONAL MONETARY FUND 


The International Monetary Fund promotes the smooth 
functioning of the international monetary system so as to encourage 
international trade and capital movements and, ultimately, high rates of 


sustainable economic growth, high levels of employment, and the 


oho 


development of the productive resources of member countries. In line 
with these general objectives, the Fund seeks to promote stability and 
order in exchange rates, to foster a multilateral system of settlements 
for current transactions between members, and to eliminate exchange 
restrictions that hinder world trade. Accordingly, the IMF provides 
short- and medium-term financial assistance to members faced with 
balance of payments difficulties, regardless of their degree of economic 
development, in order to enable them to correct temporary imbalances 
with a minimum of disruption to the international monetary system. It 
also provides, upon request, economic and technical assistance to member 
countries. During 1985 the Republic of Tonga joined the IMF bringing 
the total membership to 149 countries. 


Economic Environment 


During 1985 the pace of the global recovery slowed markedly to 
2.8 per cent from the 4.4 per cent in 1984. Among the industrial 
countries, growth in real GNP averaged 2.7 per cent, down from 4.7 per 
cent in 1984. The moderation in growth was largely due to a sharp, but 
expected, deceleration of economic activity in the United States to 
2 1/4 per cent in 1985 from the very high levels in 1984. Among the 
other major countries only Canada and Japan, with growth rates of 4.5 
and 4.2 per cent respectively, were able to achieve strong increases in 
GNP. The European economies continued to experience only modest growth 
in the 2 to 2.5 per cent range. Developing countries as a group saw 


their growth slow from 4.1 per cent in 1984 to 3.1 per cent in 1985. 


Inflation in the industrial countries (as measured by GNP 
deflators) continued to decline in 1985, averaging 3.8 per cent, versus 
4.3 per cent in 1984. The developing countries though experienced 


rising inflation which now stands at nearly 40 per cent. 


Unemployment remained a serious problem everywhere but 
particularly in Europe where there are now 19 million unemployed and 
employment growth has been negligible. Canada and the USA though 
experienced very strong employment increases (2.7 and 2.1 per cent 
respectively) which allowed both significant reductions in unemployment 


rates and strong growth in labour force participation. 
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On the external side, the current account balance in the 
United States (including official transfers) has deteriorated 
significantly in recent years, shifting from a surplus of 
U.S.$6 billion in 1981 to .a deficit of $114 billion in 1985. ~This shift 
has been associated with a large increase in capital inflows into the 
United States and until recently an appreciation of the exchange rate. 
The increased U.S. current account deficit was also associated with an 
opposite trend in the current account positions of most other countries. 
The industrial countries recorded a surplus of around $65 billion in 


1985 while developing countries had a deficit of $34.6 billion. 


The slowing of growth in industrialized countries and the 
persistence of high interest rates had an adverse impact on the economic 
position of the developing countries, however, the economic situation of 
individual countries varied considerably, with the debtor and poorest 


countries continuing to face the most difficult conditions. 


Initially, external adjustment efforts in non-oil LDCs relied 
on a substantial compression of imports. Spurred by the economic 
recovery in the industrial countries, however, non-oil LDC exports 
increased by almost 12 per cent in value in 1984, permitting their 
current account) deficit, to, £41 to, U2S..$26.5; billion from.$44.1 sbi on 
the previous year, despite renewed import growth. This trend was 
reversed in 1985. With exports declining the current account deficit 


increased to U.S. $27.5 billion, the first increase since 1981. 


The major development on foreign exchange markets in 1985 has 
been the decline of the U.S. dollar against all major currencies apart 
from the Canadian dollar. On the basis of year-end values, the dollar 
depreciated by 20.2 per cent against the currencies of the European 
Monetary System (EMS), including decreases of 22.4 per cent against the 
French franc and 22.7 per cent against the German mark. The U.S. dollar 
fell 20.0 per cent in relation to the pound sterling, 20.6 per cent 
against the yen, and rose 5.8 per cent against the Canadian dollar. 

Most developing countries continued to peg their currencies to that of a 


major trading partner or to a basket of currencies. 


The Fund's Resources 


The quotas of members in the IMF are of central importance 
both from a political and economic standpoint. Politically, a member's 
voting rights are determined by the size of its quota. Quotas are also 
an important determinant of membership on the Executive Board, which 
manages the day-to-day operations of the Fund, and on the Ministerial 
Interim Committee, whose composition is patterned on that of the 
Executive Board. From an economic standpoint, the subscriptions of 
members are equal to their quotas. In addition, a member's drawing 
capacity on IMF financial resources for balance of payments support is 
based on the size of its quota. Members' quotas are also used as the 


basis for determining allocations of new SDRs. 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can 
draw on the reserve tranche and four normal credit tranches, each 
amounting to 25 per cent of their quotas. Drawings beyond the first 
credit tranche are phased under 'stand-by' arrangements tied to 
performance criteria associated with stabilization programs. Members 
can also use three permanent facilities created for specific purposes: 
the Compensatory Financing Facility (CFF) created in 1963 to assist 
members in covering balance of payments problems brought on by a 
short-term decline in their export earnings and, more recently, 
temporary increases in the cost of cereal imports; the Buffer Stock 
Facility (BSF) created in 1969 to help members with balance of payments 
difficulties finance their participation in international buffer stock 
arrangements; and the Extended Fund Facility (EFF) created in 1974 for 
members suffering from balance of payments problems resulting from 
structural maladjustments. EFF programs cover drawings phased over 


periods up to three years and are also subject to performance criteria. 


In addition, the Fund temporarily operated the Supplementary 
Financing Facility (SFF) (used in conjunction with drawings on the 
second and higher credit tranches and the EFF) to help members to 


finance payments deficits that were exceptionally large in relation to 
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their quotas. The facility, which used resources borrowed from monetary 
authorities, started operating in early 1973. In order to continue 
providing additional conditional resources to help members with large 
payments deficits and serious adjustment problems the SFF was superseded 
by the Enlarged Access Policy in 1981 which is also financed through 
borrowed funds and which allows drawings beyond the normal credit 


tranches. 


In addition to facilities in the General Resources Account, 
members participating in the Special Drawing Rights Department have, 
since January 1970, been able to use SDRs in transactions with the Fund 
or with other participants as a means of either obtaining other members' 
currencies or redeeming their own. All Fund members currently 


participate in the SDR Department. 
Activities of The Fund 


During 1985 the Fund's activities were directed towards 
assisting debtor countries in consolidating the gains made in 
strengthening their balance of payments positions and in ensuring that 
the IMF will continue to be able to assist them in resolving their 
financial difficulties. The easing of the financial situation of debtor 
countries experienced in 1984, was not as marked last year as world 
growth and trade slowed due to high interest rates. Fund lending has 
played an important part in directly strengthening the financial 
positions of these countries. Beyond providing temporary financing to 
bolster international reserves, however, a crucial aspect of Fund 
assistance is the implementation of corrective policy measures by the 
recipient country to restore financial and payments stability. These 
adjustment programs help to promote confidence on the part of commercial 
and official creditors and, thereby, act as a catalyst for new financial 


flows from these sources. 


In view of the uncertainties that remain in the world economy 
and the serious payments difficulties that many member countries face, 


the review of the Fund's Enlarged Access Policy (EAP), undertaken last 
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year, led to a small adjustment in drawing limits. When the EAP was 
implemented to provide increased assistance to members it was recognized 
that it would be a temporary facility, however, it was felt that there 
was a need to continue the enlarged access policy with only modest 
adjustment for 1986. Annual access under the EAP was therefore reduced 
to 90 or 110 percent of quota (from 95 or 115 per cent of quota), with 
three-year limits of 270 or 330 per cent of quota (down from 280 or 345 
per cent of quota), and cumulative limits of 400 or 440 per cent of 
quota (compared to the previous limit of 408 to 450 per cent of quota). 
As was the case previously, the actual limits established within these 
various ranges depend on the seriousness of the balance of payments 


needs and the strength of the adjustment effort. 


Over the period 1985-1991, the repayments on loans made by the 
Trust Fund will amount to about SDR 2.7 billion. In view of the 
economic difficulties of low-income countries it was agreed that the 
total amount of these resources, possibly supplemented by funds from 
other sources, should be used to provide balance of payments assistance 
on concessional terms to countries eligible for IDA resources. A 
condition of such financing would be the implementation of economic 
programs designed to promote structural adjustment and growth in a 
medium-term framework. The emphasis on structural adjustment implies 
the necessity of close collaboration between the Fund and the World 


Bank. 


It is generally agreed that quota payments by member countries 
should be the normal source of financing for the Fund's lending 
activities. In recent years, however, the increase in financial 
assistance provided by the IMF and the more medium-term nature of its 
adjustment programs have placed pressure on the Fund's resources. In 
order to protect its liquidity position -- which must be adequate to 
meet the potential as well as the actual financing needs of deficit 
countries -- and ensure the continued effectiveness of its operations, 
the Fund, in recent years, has supplemented its own resources by 
borrowing from member countries. Since 1962 Ministers of the 'Group of 


Ten’ (G-10) industrial countries (which includes the ten largest 
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industrial countries in the IMF plus Switzerland) have provided a 
revolving line of credit under the General Arrangements to Borrow (GAB). 
Initially, the GAB was established to provide the IMF with temporary 
financing to help it meet exceptionally large drawings by any one of the 
contributing countries. In 1983 the GAB was enlarged and its mandate 
broadened to cover drawings by any Fund member under particular 
circumstances. The size of the line of credit available under the GAB 
is now SDR 17 billion. During 1985 the Fund did not utilize any of the 
resources available under the GAB or the associated SDR 1.5 billion 


Saudi Arabian line of credit. 


Since the mid-seventies, the IMF has engaged in borrowing 
operations to support the SFF and, more recently, the EAP. As of 
December 1985, outstanding Fund borrowings to finance SFF lending to 
members amounted to the equivalent of SDR 5.4 billion. In 1984 Saudi 
Arabia provided the IMF with an additional line of credit for 
SDR 3 billion, available to May 1987, in support of the IMF's lending 
activities through the EAP. This line of credit brings to 
SDR 11 billion the total amount provided or made available to the Fund 
by Saudi Arabia over the past few years in direct support of the EAP. 
The assistance provided by Saudi Arabia in 1984 which was matched by a 
number of industrialized countries including Canada through the Bank for 
International Settlements (BIS), as well as separately by Japan and 
Belgium, was extended to the end of 1985. Canada guaranteed 
SDR 180 million of the BIS loans; no cash payment by Canada was 
necessary. As of December 31, 1985 Canada's exposure was the full 


SDR 180 million. 
Operations of the Fund 


Total financial assets of the Fund as of December 31, 1985, 
were around SDR 106 billion. Holdings of members’ currencies totalled 
SDR 98 billion (a large part of these assets, however, are not available 
for lending since they are the currencies of members with weak external 
positions or low international reserves). SDRs held by the Fund 
amounted to almost SDR 5 billion and its gold holdings amounted to 
SDR 3.6 billion valued at SDR 35 per fine ounce. 
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As displayed in the following table, the flow to member 
countries of Fund-related resources in 1985 was SDR 4.3 billion 
(SDR 0.6 billion net of repurchases). This compares to SDR 8.2 billion 
in 1984 (SDR 5.9 billion net of repurchases). The sharp decline in 
purchases last year reflected the need in 1984 for substantial amounts 
of Fund assistance by countries facing serious balance of payments 
difficulties and the relatively greater reliance, in 1985, on other 
sources of financing. The flow of funds to member countries last year 
included drawings on the Fund's General Resources Account (GRA) and the 
SFF Subsidy Account. Of this total, all but SDR 29 million was drawn by 


developing countries. 


Purchases under the GRA (mostly in drawings under conditional 
Fund facilities) amounted to SDR 2.6 billion compared to 
SDR 8.1 billion in 1984. Net of repurchases the flow of resources 
through this account was SDR 0.6 billion (SDR 5.8 billion in 1984). 
Purchases under the reserve tranche, which a member with balance of 
payments difficulties can draw on automatically, decreased by 
SDR 628 million, reflecting the fact that a large proportion of 
resources available under this tranche was drawn by deficit countries 
over the previous two years. Due to weak export performance in LDCs 
during 1985 the demand for assistance under the CFF increased marginally 
to SDR 929 million (up from SDR 816 million in 1984). No drawings were 
made on the buffer stock facility due to the decline in contributions by 


countries to international buffer stocks. 
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TABLE 1 


FLOW OF RESOURCES THROUGH IMF 1984-85 


(in millions of SDRs) 


Total Purchases 

Reserve Tranches 

Credit Tranches 
(through SFF) 
(through EAP) 

Buffer Stock 

Compensatory Financing 

Extended Facility 
(through SFF) 
(through EAP) 


Total Repurchases 
Net Purchases 

SDR Allocations 

SFF Subsidy Account 


Total Flow of Resources 


Total Flow Net of Repurchases 


1984 


8,105 
813 
ay Lao 


Cl,./98) 
2 
816 
3,324 
(200) 
(1,464) 


Pr a 
5,810 


1985 
4,199 
185 
2,641 
(4,239) 
o29 
444 
(361) 
3,641 
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New commitments under stand-by and extended arrangements in 


1985 amounted to SDR 3.3 billion, down from new commitments of 
SDR 4.5 billion entered into during 1984. 


As of December 31, 1985, 


29 stand-by arrangements and 3 extended arrangements (all with LDCs) 


were in effect. The total amount agreed to under these arrangements 


amounted to SDR 9.9 billion with an undrawn balance of SDR 4.7 billion. 


This compares to 29 stand-by and 4 extended arrangements in effect at 
the end of 1984 with a total of SDR 14.8 billion committed and an 
undrawn balance of SDR 6.6 billion. 


The total amount of SDRs in circulation in 1985 was 


SDR 21.4 billion. Total transfers of SDRs between participants in the 


SDR Department, prescribed institutional holders of SDRs outside the 


IMF, and the Fund's General Resources Account amounted to 
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SDR 15.9 billion during 1985 compared to SDR 15.7 billion in 1984. 
Transactions with designation (in which countries designated by the IMF 
provide their currencies to countries with balance of payments problems 
in exchange for SDRs) amounted to SDR 1.9 billion compared to 

SDR 2.3 billion in 1984. The bulk of these transactions involved the 
simultaneous purchase of SDRs from the Fund as part of IMF balance of 
payments loans. Transactions by agreement between participants amounted 
to SDR 2.6 billion compared to SDR 2.9 billion during the previous year. 
Large payments during the year by participants to prescribed 
institutional holders outside of the IMF (of which there are 14) 
resulted in an increase of SDR 147.3 million to SDR 170.6 million in 
1985. Transfers of SDRs from the GRA (to members drawing on the Fund 
and the servicing by the IMF) equalled SDR 6.4 billion last year. 
Transfers of SDRs to the GRA amounted to SDR 4.5 billion. Consequently, 
the GRA's holdings of SDRs fell last year to SDR 3.0 billion from 

SDR 5.0 billion at the end of 1984. 


IMF Relations with Canada 


Canada's quota at the IMF is SDR 2,941 million. IMF holdings 
of Canadian dollars as of December 31, 1985 amounted to SDR 
2,455 million or 84 per cent of quota. This compares to holdings of 
SDR 2,413 million (82 per cent of quota) at the end of 1984. Canada's 
reserve position in the Fund (the amount that can be drawn on demand for 
balance of payments purposes) was SDR 647 million at year's end 
(including SDR 160.9 million in loans to the Fund under the SFF line of 
credit), compared to SDR 692 million at the end of 1984. No purchases 
were made of Canadian dollars last year through the Fund. Canadian 


dollars were used in repurchases amounting to SDR 57 million. 


Revenues received by Canada in 1985 from the Fund totalled 
near SDR 42 million. Of this SDR 15.5 million represented interest on 
SFF loans, SDR 19.6 million interest on Canada's net creditor position 
in the General Resource Account, and SDR 5.5 million in earnings on SDR 
holdings. Interest charges of SDR 87 million were incurred by Canada on 


SDRs allocated by the Fund in previous years. 
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In order to assist the Fund's operations, Canada has made 
available lines of credit that can be used to supplement temporarily the 
IMF's own resources. Canada's commitment under the General Arrangements 
to Borrow is the equivalent of SDR 892.5 million. As was the case in 
1984, this line of credit available from Canada was not utilized by the 
Fund last year. In addition to participating in the GAB, Canada has 
also made available support for Fund activities under the SFF and the 
EAP. Outstanding loans by Canada in support of the SFF amounted to SDR 
161 million at the end of 1985. As a participant in the financing of 
the Fund's Enlarged Access Program, Canada made available a line of 
credit of SDR 50 million in 1981. This amount was committed through the 
Bank of Canada under a stand-by facility with the BIS in favour of the 
IMF. The full amount of this line of credit was drawn upon in 1983 and 
matured in 1985. As part of the 1984 SDR 3 billion lending arrangement 
between the industrial countries and the IMF in support of the EAP, 
Canada provided, through the Bank of Canada, loan guarantees of SDR 
180 million for BIS loans to the IMF. This commitment will only involve 
a cash payment by Canada in the event that the BIS encounters liquidity 


problems or the IMF is unable to repay its loans. 


Canada's cumulative allocation of SDRs remained at 
SDR 779 million during 1985. At the end of the year Canada's holdings 
of SDRs amounted to SDR 198 million or 25.5 per cent of its cumulative 


allocation. 


A team of IMF officials visited Ottawa in November 1985 as 
part of the annual consultation procedure under Article IV of the Fund's 
Articles of Agreement which provides for regular reviews of member 


countries economic policies. 


In 1985, the Honourable Michael Wilson, Minister of Finance 
represented Canada on the IMF Board of Governors. In 1985 Marcel Massé 
replaced Mr. R.K. Joyce as Canadian representative on the Fund's 
Executive Board. Mr. Massé also serves as Director for Ireland, 
Jamaica, the Bahamas, Barbados, Belize, St. Lucia, Grenada, Antigua, 


St. Vincent, St. Christopher and Nevis and Dominica. 
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The Board of Governors held its Annual meeting in Seoul, Korea 
in October 1985. The Interim Committee, which is the 22 member 
ministerial committee which advises the Board of Governors and gives 
general guidance to the Executive Board, met twice, in Washington on 


April 17, 1985 and in Seoul on October 6, 1985. 
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THE WORLD BANK GROUP 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD OR WORLD 
BANK) , AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to help 
raise living standards in the developing world by channeling long-term 
financial resources in support of high priority investments and needed 


policy and institutional reform. 


The World Bank and IDA differ essentially in the sources of 
their funds and the terms of their loans. The World Bank obtains most 
of its funds by borrowing in private capital markets and accordingly it 
must lend at near-commercial rates. IDA relies on interest-free 
advances from governments for the bulk of its resources and thus can 
make loans on much softer terms. Otherwise, the World Bank and IDA have 


similar policies. The two organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their 
development requirements, in order to identify economic sectors and 
projects which should be given high priority, and to form judgements on 
questions relevant to a borrowing country's economic growth, economic 


policies and its eligibility for World Bank or IDA financing. 


By giving continuous attention to the economic situation of 
developing member countries, the World Bank also seeks to help such 
countries make more effective use of all resources at their disposal, 
both domestic and foreign. It does so by providing assistance in 
formulating development policies, establishing development 
organizations, drawing up investment programmes for specific sectors and 


regions, identifying and preparing projects for financing, and 
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encouraging the coordination of development assistance from bilateral 
and multilateral agencies. In recent years, the World Bank has been 
paying particular attention to the problem of greater equity in the 
distribution of benefits from development. This has meant increased 
emphasis on the type of projects which affect the living conditions of 
the poorest groups in the developing world, e.g., agriculture, 


population planning, and urban housing. 


In respect of coordination, the World Bank has been active in 
establishing 24 ongoing aid coordination groups for recipient countries, 
of which one is the Caribbean Group for Cooperation and Economic 
Development, and is participating in two additional groups, one chaired 
by the Netherlands for Indonesia and the other by the OECD for Turkey. 
Upwards of 36 nations and more than 20 international agencies have been 
associated with one or more of these aid-coordinating activities. 
(Canada's participation in World Bank Consortia and Consultative Groups, 
as well as other aspects of World Bank Activity, is described in a 
separate section of this report entitled 'Canada and the World Bank 


Group'.) 


The World Bank also maintains close working relationships with 
other international organizations concerned with development assistance, 
particularly the United Nations, the United Nations Development Program 
(UNDP), the United Nations' specialized agencies, the regional 
development banks and the Organization for Economic Cooperation and 
Development. For example, the World Bank and the United Nations 
exchange information and coordinate technical assistance and other 
development activities through a high level liaison committee, and the 
World Bank Group has acted as an executing agency for a number of 
pre-investment studies financed by the UNDP. Also, the World Bank and 
the IMF established in 1974 a Joint Committee of the Boards of Governors 
of both institutions to seek ways to improve the flow of financial 
assistance to developing countries. This Committee, referred to as the 


Development Committee, met twice during 1985 at the ministerial level. 


Resources 
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(a) World Bank Resources 


sources: 


(i) 


(it) 


The World Bank's funds are provided primarily from three 


Paid-in capital 


Of authorized capital of SDR 78.6 billion (equivalent to 
U.S.$86.3 billion as of December 31, 1985), U.S.$66.9 billion 
had been subscribed and U.S.$5.8 billion of this amount had 
been paid in. These amounts include the commitments member 


governments undertook in the following two agreements. 


On January 4, 1980, agreement was reached to increase the 
authorized capital of the Bank by some $40 billion over a five 
year period, ending in mid-1986. Of this increase, 7.5 per 
cent will be paid in, while the rest will remain callable and 


be used to support capital market borrowings. 


In addition, on August 30, 1984, agreement was reached on a 
selective capital increase of some $8.4 billion, of which 
8.75 per cent would be paid-in. This capital increase was 
designed to allow members to realign their shares of the 


Bank's capital in relation to the recent IMF quota review. 


Borrowing 


As of December 31, 1985, the World Bank had outstanding 
borrowings of $57.9 billion (of which $3.6 billion were 
short-term borrowings). The net increase in long-term 


borrowings in 1985 was $15.15 billion. 
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(iii) Net Income from Operations 


As of December 31, 1985, undistributed retained earnings 
amounted to approximately $5.7 billion. Net income in 1985 
was $694.5 million as compared with $929.3 million in 1984. 


(b) IDA Resources 


IDA's loanable resources ($43.8 billion) have been derived 
largely from budgetary allocations from its Part I member governments, 
most of which are developed countries. Total resources made available 
or committed by member governments, including qualified commitments, to 
IDA from the beginning of its operations to the end of 1985 were 
approximately $38.6 billion. Other resources that have become available 
to IDA since its inception totalled $5.2 billion. These were largely 
derived from transfers by the World Bank of a portion of its net 
earnings to IDA ($2.1 billion). The remainder has come from 
contributions from Switzerland and repayments by IDA borrowing 


countries. 


A central concern during 1985 was the economic plight of 
Sub-Saharan Africa. The World Bank is playing an important role in 
assisting African governments to formulate and implement programs of 
policy and institutional reform so as to strengthen their growth 
prospects. In February 1985 agreement was reached between fourteen 
countries and the Bank to augment the resources of IDA with a further 
$1.1 billion, to be committed over three years, under a Special Facility 
for Sub-Saharan Africa. This facility, administered by IDA, came into 
operation on July l, 1985 and provides quick-disbursing loans in support 
of adjustment. By the end of 1985 the size of the facility stood at 
$1 ,o209mil lion. 


At the October 1985 meeting of the Development Committee 
Ministers stressed the importance of ensuring that adequate amounts of 
concessional financing are made available to low-income developing 
countries via IDA. In order to facilitate this, the first meeting of 
donor countries met in January, and set the goal of obtaining agreement 


on an IDA-8 replenishment by September 1986. 
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Loans and Credits 


(1) 


(4) 


(ii) 


IBRD Loans 


As of December 31, 1985, IBRD had approved loans 
cumulatively totalling $110.00 Phi on (net of 
cancellations, terminations and refunds) to 105 of its 149 
members. The World Bank's loans are long term (15 to 20 years 
maturities at present) and carry rates of interest which 
approach commercial rates. Since July 1, 1982, the lending 
rate is determined every six months as of January 1 and July l 
based on the average cost of the pool of IBRD borrowings over 
the preceding six months plus a spread of 50 basis points. At 
the end of December 1985, the IBRD lending rate was 8.82 per 


cent. 
IDA Credits 


As at December 31, 1985, IDA had lent $37.05 billion (net 
of cancellations, refunds and terminations) to 85 of its 134 
member countries. IDA's development credits are interest-free 
(although there is a service charge of 3/4 of 1 per cent on 
disbursed and outstanding balances) and are extended for a 
50-year term with 10 years' grace. On January 5, 1982, in an 
effort to increase the funds available to IDA and to reduce 
IDA's operating deficits, the Board of Directors authorized a 
commitment fee for IDA development credits of 0.5 per cent on 
undisbursed balances for IDA credits negotiated after that 


date. 


includes IFC and Tatwan. 
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THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA 
by making and encouraging investments on commercial terms in productive 
private enterprises in developing member countries. With the addition 
of two countries in 1985, the IFC now has 128 members. The total 
resources available at the end of 1985 amounted to $1,566.7 million; 
these were derived from paid-in capital subscribed by member governments 
($545.8 million), World Bank loans - drawn and outstanding 
($749.8 million), and the accumulated earnings ($271.1 million) which 


was derived from income on operations. 


IFC's commitments during calendar year 1985 amounted to 
$615.5 million, bringing the total cumulative gross commitments since 


inception of operations to $6,237.9 million in 86 countries. 
GENERAL REVIEW 


Total loans, credits and investments signed (net of cancellations, 
terminations and refunds) by the World Bank Group in 1985 and in the 


three preceding years were as follows: 


1982 1983 1984 1985 
(in millions of U.S. dollars) 


World Bank 9,676% Elao32* 9,506* 17,426 
IDA 2,824 yn ae 3000 4,731 
IFC 383 654 409 616 

TOTAL 12,883 15,698 P3251 PMT TLS: 


* Including loans to IFC of $11.2 million in 1982, $39.8 million in 
1983, and $124.0 million in 1984. 
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Table I annexed to this Report lists World Bank and IDA loans 
and credits during 1985 according to geographical area and purpose, 
while Table II is a historical summary of loans and credits by year, 
geographical area and purpose. IFC investments and commitments are 


itsted in Table. 1 Li. 
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CANADA AND THE WORLD BANK GROUP 
Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada is the Honourable Michael H. Wilson, 
Minister of Finance, while Mrs. Margaret Catley-Carlson, President of 
the Canadian International Development Agency, is the Alternate 
Governor. In 1985 Mr. Frank Potter replaced Mr. Robert Joyce as 
Canada's Executive Director on the Bank's Board. Mr. Potter also 
represents Bahamas, Barbados, Belize, Antigua and Barbuda, Dominica, 
Grenada, Guyana, Ireland, Jamaica, St. Christopher and Nevis, St. Lucia 


and St. Vincent and the Grenadines. 
Funds Subscribed or Contributed 


World Bank - To the end of 1985, Canada's subscription to the 
World Bank's capital stock was $2,597.5 million of which 
U.S.$209.0 million (Cdn.$242.8 million) has been paid in. 


IDA - As a Part I member of IDA, Canada had to the end of 1985 
paid U.S.$1,902.0 million (Cdn.$2,231.2 million) to the Association. 
By December 31, 1985 Canadian contributions to IDA 7 amounted to 
Cdn. $308.4 million. As well Canadian contributions to the Special 
Facility for Sub-Saharan Africa amounted to Cdn. $25 million in 1985. 


IFC - Canada's total subscription to the IFC since it became a 
member of the Corporation in 1956 amounts to U.S.$21.7 million. 


Capital Increases and Replenishment 


World Bank - In August 1984, there was a selective capital 
increase of 70,000 shares in order to allow members 
to adjust their shares of the IBRD's capital in line 
with the recent quota review of the International 
Monetary Fund. The total value of the capital 
increase is approximately U.S.$8.4 billion. Canada 
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is entitled to subscribe to an additional 

1,976 shares which for the most part allow it to 
maintain its share of the IBRD's capital (2.92 per 
cent as compared to 2.93 per cent before the capital 
increase). In subscribing to our full share of the 
capital increase, the total cost would approximately 
be Cdn. $29.2 million paid-in and Cdn. $312.8 million 
callable (at current exchange rates). Payments to 
the World Bank began in 1985 and will be completed 

by January 1, 1987. 


IDA - The IDA 7 negotiation completed in 1983, resulted in 

a U.S. $9 billion replenishment which will finance 

‘its lending program through to 1987. Canada's share 
is 4.5% or Cdn. $499.7 million (the exchange rate 
for national currencies was set during the 
negotiations). This share is below Canada's 
cumulative share of 5.11 per cent but slightly more 
than its 4.3 per cent share of IDA 6. Payments will 
be completed in 1986. 


In addition, Canada has agreed to contribute 

Cdn. $100 million. to the Special Facitityefor 
Sub-Saharan Africa. Payments will be completed by 
1987. 


LEC = The total capital increase of U.S. $650 million for 
the IFC was adopted by the Board of Governors on 
December 26, 1985. Canada voted in favour of this 
resolution. Under the capital increase, Canada can 
subscribe to as much as 25,024 shares in the 
Corporation, valued at U.S. $25,024 thousand. 
Subscription will be entirely paid-in and will take 


place through installments over a number of years. 


mre) se 
Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank, 
countries are obliged to maintain the value of certain portions of 
their paid-in capital subscriptions and contributions. When the U.S. 
dollar was devalued relative to gold in the early 1970s, a number of 
countries incurred maintenance of value obligations on their share of 
paid-in capital subscriptions and contributions. The World Bank agreed 
not to seek payment of these obligations pending the establishment of a 
new standard of value for the Bank. Maintenance of value obligations do 


not exist for IDA contributions. 
World Bank Borrowings in Canada 


From 1952 through 1971, the Bank borrowed Cdn. $150 million in 
the public markets of Canada and Cdn. $50 million through a private 
placement. From 1972 through 1981, the Bank did not borrow in Canadian 
dollars. Since 1982, however, the Canadian dollar has become an 
important source of currency diversification and has been a vehicle 
utilized in the Bank's currency swap operations. The Bank has raised 
Canadian dollars through public issues in the domestic, euro, and asian 
markets as well as through private pilecenentee At December 31, 1985, 
the Bank had borrowed an aggregate principal amount of 
Cdn. $1,255 million of which Cdn. $887 million (U.S. $634 million) was 
outstanding. These amounts include the Bank's only floating rate issues 
denominated in a currency other than U.S. dollars. The Bank borrowed 
Cdn. $200 million in 99-year floating rate notes through private 
placement to institutional investors, in late 1984 early 1985, then the 


longest maturity for any borrowings completed by the Bank. 


In the official sector, the Bank of Canada, as fiscal agent of 
the Government of Canada, has purchased an aggregate principal amount of 
U.S.$324.1 million of the Bank's traditional two-year U.S.$ denominated 
offerings to central banks. At December 31, 1985, U.S.$56 million of 
these bonds were held by the Bank of Canada. In addition, the Bank of 


aD di 


Canada has invested U.S.$50 million in the Bank's central bank facilvity, 
a one-year instrument carrying a floating rate of interest set at a 


spread over the one-year U.S. Treasury Bill. 


Canadian Goods and Services for Projects Financed by 


the World Bank and IDA 


Total identifiable expenditures in Canada by World Bank and 
IDA borrowers to December 31, 1985 were about U.S.$1.07 billion. 


Canada's cumulative share of foreign procurement under World 
Bank loans is about 2.1 per cent which is equivalent to Canada's share 


of OECD member exports to the developing countries. 


Canada's performance in this regard has improved markedly 
since 1980. Over the past four years (1982-85), Canadian suppliers of 
goods and services won about 2.5 per cent of OECD member procurement 
compared to about 2.0 per cent over the preceding four years. From 
1982-85, Canada's procurement was distributed in four broad categories: 
consultant services (41.5%), civil works (12.3%), machinery and 


equipment (24.17%) and other materials (13.62). 


Details of the expenditures, made by year, are provided in 
Table IV. 


Canadian Personnel 


There were 194 Canadian nationals on the staff of the World 
Bank Group at the end of June 1985; of these, 120 were in professional 
positions for the World Bank and IDA, and 16 for the IFC; 52 were in 
non-professional positions for the World Bank and IDA, and 6 for the 
IFC; Canadians accounted for about 3.2 per cent of the Group's 


professional staff in 1985. 


hair pie 


Canada's Contribution as a Member of Consortia and 


Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is 
a member of Consultative Groups organized by the World Bank to review 
the economic situation and policies of and coordinate assistance to 
Bangladesh, the Caribbean (CGCED), Colombia, Egypt, India, Kenya, 
Madagascar, Malawi, Nepal, Pakistan, Peru, Sri Lanka, Sudan, Tanzania, 
Tunisia, Uganda, Zaire and Zambia. Canada is also a member of the 
Intergovernmental Group for Indonesia, and participated in the creation 


of a Consultative Group for Senegal. 


In 1985, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in projects in 
‘Bangladesh, Burkina Faso, Cameroon, Congo, Egypt, Ghana, Guinea, 
Honduras, Indonesia, Ivory Coast, Kenya, Leeward and Windward Islands, 
Malaysia, Mauritania, Morocco, Pakistan, Sri Lanka, Thailand, and Zaire. 
Canada also participated with other donors under the co-ordination of 


IDA in the Cumberland Hydro Project in St. Vincent. 


Canada is participating in two inter-regional initiatives 
funded principally by the World Bank, UNDP and a number of bilateral 
donors and carried out by the World Bank. These initiatives are the 
"Energy Sector Assessment Program' and the ‘Energy Management Assessment 
Program’. The former involves the following countries: Burkina Faso, 
Ghana, Honduras, Ivory Coast, Jamaica, and Tanzania. Under the latter 
program, projects have been approved for Kenya, Uganda and Colombia, and 
are under consideration for Egypt, Ghana, Jamaica, Peru, Rwanda, Sudan 


and Tanzania. 


Canada is also participating in the IBRD/UNDP Handpump testing 


program in Bangladesh, Ghana, Ivory Coast and Sri Lanka. 
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January 1 - December 31, 1985/1°* janvier - 31 décembre 1985 
(Millions of U.S. dollars - en millions de dollars E.-U.) 


BY AREA — REGION 


East Africa - Afrique 
orientale 

West Africa - Afrique 
occidentale 

Europe, Middle East & 
North Africa - Europe, 
Moyen-Orient et Afrique 
du Nord 

Latin America & Caribbean 
- Amérique latine et les 
Antilles 

East Asia and Pacific - 
Asie orientale et le 
Pacifique 

South Asia - Asie du sud 


TOTAL 
BY PURPOSE - OBJET 


Agriculture - Agriculture 


- Sociétés financiéres 
développement 
iducation - Education 
[Industry - Industrie 
inergy - Energie 
Yon-project - Hors projet 
?0pulation - Population 
?ower - Energie électrique 
mall Scale Enterprise (1) 
Petites Entreprises 
‘technical Assistance - 
Assistance technique 
‘elecommunication - 
Télécommunications 
tourism - Tourisme (2) 
‘ransportation - Transport 
Irban Development - 
Développement urbain 
later Supply - Adduction 
d'eau 


TOTAL 


) Included in Industry 
Inclus dans Industrie 


Development Finance Compares 


J 


TABLE I —- TABLEAU I 


World Bank Loans and IDA Credits 
Préts de la Banque mondiale et crédits de 1'AID 


WORLD BANK- 
BANQUE MONDIALE 


No.-N 


159 


TOTAL 


———eeeen Se 0 Ee EE 0 (teencennecenees 


IDA - AID 
Amount-— b Amount- 
Montant No.-N Le Montant 
108.3 34 keys reas) 
6218 7 30 468.7 
2,698), 2 6 54.8 
4,469.1 2 2325 
DOOD ah eth) BE S| 
Ph ved is HSV) 24 156726 
13, bres LOS Sp sles f 
Lote P 2K) 41 Pos 920 
995.4 6 7953 
SopeO 9 2a def 
1,136.20 Z | Reta) 
04975 5 128.8 
630.0 7 Zia 2 
25550 3 Sit 
224913 6 186.1 
Bu 5 332 
59.6 1 22.0 
PAE OY Red) 9 256.9 
549.1 3 a BS a 
769.6 6 16579 
1 3c) Veet 103 SP 45 Be 


) No lending for tourism has taken place since FY80. 
Aucun prét pour le tourisme n'a été consenti depuis 1980. 


44 


45 


47 


262 


Zs o> 0 
4,492.9 


3,313.4 
4,091.6 


16,442.1 
4,131.6 


1074.7 
928.0 
1,148.9 
et of 
844.2 
344.1 
25077 «4 


Glot 
81.6 
2,269.4 
ah RR 


seo Sars 
16,442.1 


TABLE II - TABLEAU II 
Cumulative World Bank Loans and IDA Credits to Developing Countries 

Préts de la Banque mondiale et crédits de 1'AID cumulés aux pays en développement 
(Amounts in millions of U.S. dollars - en millions de dollars F.-U.) 

World Bank Loans 


Préts de la Banque mondiale 


IDA Credits | 
Crédits de 1'AID 


Nos Commitments Qs Commitme 
N Engagements N Engageme 
By Fiscal Year* - 

Année financiére* | 
Cumulative to 1968 - | 

Cumulé jusqu'en 1968 549 PSA SeL 116 1,839 

Total 1969-1973 374 Oo, 917.8 213 3,938 

Total 1974-1978 666 2a aeo 376 7,947 

1978-1979 142 6,989.0 105 3,021 

1979-1983 il 44,908.0 518 16,368 

1983-1984 (FY-84) 129 Li IGS 106 3,578 

1984-1985 ((FY-85) Pol Ph 3o0.3 105 3,028 

1985-1986 (July—Dec./85) 47 Zonta” 21 960 
TOTAL 2,607 EUS 9796.07, seg 37,642 
By Purpose - Objet 
(Cumulative to Dec. 31, 1981 - 

Cumulé jusqu'au 31 déc. 1981) 

Agriculture and Rural Develop- 

ment -— Agriculture et 

développement rural 589 23.,9017,3 587 14,550 
Education -— Education 160 4,406.4 146 2,404 
Energy - Energie 74 655950 42 656 
Industrial Development and 

Finance - Développement et 

financement de l'industrie 261 Li Obies 59 925 
Industry - Industrie 2138 10,560.4 69 1,719 
Non-Project - Hors projet 71 Tig 162 64 65 3,748 
Population and Nutrition - 

Population et alimentation 28 634.3 Zo 62C) 
Power - Fnergie électriq 401 20586251 fen 4,064 
Small-scale enterprises = 

1) 

Petites entreprises = = = 
Technical Assistance - 

Assistance technique 24 2050 70 45] 

Telecommunications - Télécom- 

munications 64 Leos 33 1,108 
Tourism - Tourisme 2) - - - 

Transportation - Transport 501 2057 2065 250 4,873 
Urban Development - Dévelop- 

pement urbain 86 332 0 34 998 
Water Supply and Sewerage - 

Adduction d'eau et assainis- 

sement beh) Sree de ets: 74 1,536 
TOTAL 25,607 115,,796.7 | ey al 37, 64 
* Fiscal years are those of the World Bank Group (July 1 to June_30). ¥*Les années 


financiéres sont celles du Groupe de la Banque mondiale (du 1 


1) Included in Industry 
1) Inclus dans Industrie 


2) Prior to FY-80 Lending to Tourism was included in industry; no lending has taken place 


since FY-80. 


juillet au 30 juin). 


TABLE III — TABLEAU III 
Summary of IFC Operations as of December 31, 1985 
Résumé des opérations de la SFI au 31 décembre 1985 


No. of Commitments 


-Nombre d'engagements 


By Fiscal Year 
- Année financiére 


Up to 1970 160 
1970-1971 23 
1971-1972 19 
1972-1973 25 
1973-1974 32 
1974-1975 hil 
1975-1976 32 
1976-1977 34 
1977-1978 40 
1978-1979 46 
1979-1980 54 
1980-1981 45 
1981-1982 46 
1982-1983 37 
1983-1984 45 
1984-1985 66 
1985-1986 (July-Dec. 85) 
(juillet-déc. 85) 29 


Cumulative to Dec. 1985 
- Cumulé 4 déc. 1985 765 


Cancellations, revalua- 
tions and write-offs 
- Annulations, réévalua- 
tions et amortissements - 


Net Commitments 
- Engagements nets 3 


Total Commitments 


- Engagements totaux 


Disbursements 
-Versements 


(Millions of U.S. dollars - 
en millions de dollars E.-U.) 


470.5 
101.4 
113.50 
146.7 
203.4 
LL Aah 
Zao 
206.7 
353.0 
405.9 
649.6 
713154 
380.01 
302.6 
770.0 
481.2 


446.6 


ee TE 


494.9 


55 ea 


291%s8 

7250 

60.8 

SSan 
16275 
184.4 
1997, 
25999 
LD 
205.4 
31155 
587.4 
530gz 
374.4 
380.9 
350.4 


1995 


4,414.3 


4,414.3 


TARLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dé4épenses des emprunteurs de la Ranque mondiale et de J'AID en 
biens et services au Canada 


To December 31, 1985 - au 31 décembre 1985 


(In millions of U.S. dollars - 
en millions de dollars F.-U.) 


World Bank - IDA - 

Banque mondiale AID Total. 
By Calendar Year - Année civile 
Cumulative to December 31, 1960 - 

Cumulé au 31 décembre 1960 183835 - 133.2 
1961 8.2 - 8.2 
1962 Bs - 3.7% 
1963 5.6 734 13 .@ 
1964 AT 3 6.8 
1965 5» .4 ODES} 8.3 
1966 136 aS) 16.9 
1967 PS2 Ae? 27 
1968 6.5 Uires -143 
1969 4.4 5 aR 8 ee 15.4 
1970 z.6 3 8.9 
1971 Dek Bee 13.2 
1972 10.5 2e3 124 
1973 12.4 Sie 17 & 
1974 Le 8.4 24.2 
O75 Leak 1520 37 
1976 7A Sar | L0E5 36 
1977 3445 4.8 39.3 
1978 260g: 53D 31.6) 
1979 44.4 stent 52 
1980 bg gs Pie he: 59 8 
1981 94.3 Leee 108.8 
1982 75.0 17.36: 92.6 
1983 S220 26.9 109.2 
1984 92.6 BYAS 146.9 
1985 (July - Dec. 85) 94.3 3957 134.0 

(juillet - déc. 85) | 

TOTAL 896.8 27560 1171.8 

Per Cent of Total Disbursements* - | 
Pourcentage du total des dépenses* 2.0 Bis 1 


* Of total World Bank disbursements ($41 billion) and IDA disbursements ($13 billion) on 
goods and services originated in countries other than in the borrowing country. 
Du total des dépenses correspondant a la Banque mondiale (41 milliards et de celles 
liées a4 1'AID (13 milliards) sur les biens et services provenant des pays autres que le 


pays emprunteur. 
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INTRODUCTORY NOTE 


This report reviews the operations during 1986 of the Bretton Woods 
Institutions: the International Monetary Fund (IMF) and the World Bank 
Group, which consists of the International Bank for Reconstruction and 
Development (IBRD), the International Development Association (IDA), and the 


International Finance Corporation (IFC). 


The IMF (the 'Fund') and the IBRD (the 'Bank') were established at 
the Bretton Woods Conference in 1944. Canadian participation in these 
institutions was authorized under the Bretton Woods Agreements Act of 1945. 
The IFC was founded in 1956 as an affiliate of the IBRD by means of separate 
Articles of Agreement. Canadian participation in the IDA was authorized under 
the International Development Association Act of 1960. In 1985, the legislation 
for all three institutions was consolidated under the Bretton Woods and Related 


Agreements Act. 


The International Monetary Fund provides machinery for international 
consultation and collaboration on monetary, balance of payments, and exchange 
matters, including the elimination of exchange restrictions for current 
payments. Its operations are traditionally financed by subscriptions, or 
'quotas', paid by member countries. These quotas generally reflect the relative 
importance of countries in the world economy. The IBRD and IDA have, as 
their main function, the extension of loans and credits to developing countries 
in order to enable them to finance projects which contribute to their economic 
development. The Bank obtains most of its funds by selling bonds in private 
capital markets. The IDA's resources come mainly from governments in the 
form of interest-free advances, enabling it to make loans on soft terms. The 
IFC supplements the activities of the Bank and IDA by making and encouraging 
investments on commercial terms in productive private enterprises in developing 
member countries. Membership in the Fund is a prerequisite for membership in 
the Bank and membership in the Bank a prerequisite for membership in the IDA 
and the IFC. 


Figures in the section on the Fund are expressed in terms of Special 
Drawing Rights (SDRs), the unit of account for all IMF transactions. The SDR 
is defined in terms of a weighted 'basket' of 5 major currencies (the U.S. 
dollar, the German mark, the Japanese yen, the pound sterling, and the French 
franc) and its value on any given day reflects current exchange rates for those 
currencies. In 1986, the value of the SDR varied between U.S.$1.11 and 
$1522: 


Detailed information on the policies and operations of the IMF as well 
as on world financial and economic developments is contained in the following 
Fund publications: the International Financial Statistics, the Annual Report on 
Exchange Arrangements and Exchange Restrictions, the Annual Report of the 


Executive Board, and the World Economic Outlook. 


Figures in the section on the World Bank Group refer, unless 
otherwise stated, to current U.S. dollars. U.S. dollars of the weight and 
fineness in effect on July 1, 1944 are converted to current dollars on the basis 
of a rate of $1.20635 current dollars for one 1944 dollar. The figures contained 
in this section were obtained from financial statements of the World Bank 


Group. 


Detailed information on the policies and operations of the World Bank 
Group can be found in the World Bank Annual Report and the International 
Finance Corporation Annual Report. Information concerning world financial and 
economic developments as they affect developing countries is contained in the 


annual World Development Report published by the World Bank. 


INTERNATIONAL MONETARY FUND 


The International Monetary Fund promotes the smooth functioning of 
the international monetary system so as to encourage international trade and 
capital movements and, ultimately, high rates of sustainable economic growth, 
high levels of employment, and the development of the productive resources of 
member countries. In line with these general objectives, the Fund seeks to 
promote stability and order in exchange rates, to foster a multilateral system of 


settlements for current transactions between members, and to eliminate exchange 
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restrictions that hinder world trade. Accordingly, the IMF provides short- and 
medium-term financial assistance to members faced with balance of payments 
difficulties, regardless of their degree of economic development, in order to 
enable them to correct temporary imbalances with a minimum of disruption to the 
international monetary system. It also provides, upon request, economic and 
technical assistance to member countries. During 1986 Poland and Kiribati 


joined the IMF bringing the total membership to 151 countries. 
International Economic Environment 


The world economy continued to expand at a modest rate during 1986. 
Inflation eased downward further to under 3 1/2 per cent and interest rates 
declined significantly. Despite an economic performance which might be 
considered quite satisfactory for the fourth year of an economic expansion, 
there were renewed problems arising from the situation of heavily indebted 
countries and new strains on the trade and payments system because of the 
large imbalances in current accounts. Very large adjustments occurred in 
exchange rates and oil prices over the course of 1986 and commodity prices 
weakened generally. As a consequence, many developing countries experienced 


declining standards of living. 


For the world in total, growth was slightly slower at 2.9 per cent in 
1986 than the 3.1 per cent achieved in 1985. Industrial countries expanded at 
2.4 per cent, which was less than had been expected after the oil price 
decline, but which reflected weaker demand from developing countries, a move 
to greater fiscal restraint in North America and slower export growth in 
countries with appreciating currencies. Canada experienced the fastest growth 


among the major countries at 3.1 per cent. 


While developing countries as a group grew at 3.5 per cent in 1986, 
there was considerable variation from country to country. The Asian region, 
which has been expanding its manufacturing exports, had a substantial 5.7 per 
cent increase in its GDP. Oil exporters though experienced declining GDP and 
the primary commodity exporting nations in Africa, only minimal increases. 


Latin American growth was close to 4 per cent. 
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World trade expanded by a relatively strong 5 per cent in 1986. 
However, movements in commodity prices and exchange rates were more 
important than real trade flows in influencing external positions. Trade and 
current account positions continued to show large imbalances. The U.S. 
current account worsened from a deficit of $118 billion in 1985 to a deficit of 
$140 billion in 1986 while the surplus in Japan rose by $36 billion to $86 billion 
and that in Germany, by over $20 billion to $36 billion. Other industrial 
countries, as a group, remained approximately in balance, but the developing 
countries experienced a deterioration of $24 billion in their current account, 
bringing their total deficit to $47 billion. As noted these changes reflect, in 
large part, the impact of terms of trade changes due to the depreciation of the 
dollar and the fall in oil and other commodity prices. Even though they have 
had a deterioration on current account, developing country exports in real 
terms actually rose by 8 per cent while imports fell by over 3 per cent. 
Similarly, there have been substantial changes in real trade flows among the 
major industrial countries. Japanese exports, for example, fell in volume terms 


in 1986 while imports rose by nearly 12 per cent. 


The combination of commodity price developments, weaker growth in 
industrial-country markets and a relaxation of adjustment efforts in some 
countries led to a worsening of the international debt situation. The debt 
service ratio for the fifteen most heavily indebted countries rose to over 44 per 
cent in 1986 after having fallen from 49 per cent to 39 per cent between 1982 
and 1985. Because of the decline in interest rates, the interest carrying cost 
of the debt remained constant at about 27 per cent of these countries’ exports, 
even though the total debt rose from 2.8 times exports to approximately 
3.5 times exports. As a result of the reduced capacity of these countries to 
service their debt, commercial creditors reduced their lending operations 


significantly. 
The Fund's Resources 


The resources of the IMF are largely drawn from its members and are 
based on a system of quotas which reflect each country's relative economic 
importance. The quotas are of central importance both from a political and an 
economic standpoint. Politically, a member's voting rights are determined by 


the size of its quota. Quotas are also an important determinant of membership 


on the Executive Board, which manages the day-to-day operations of the Fund, 
and on the Ministerial Interim Committee which provides policy guidance and 
whose composition is patterned on that of the Executive Board. From an 
economic standpoint, quotas determine both the obligation to lend to the Fund 
and the right to draw on IMF financial resources for balance of payments 
support. Members' quotas are also used as the basis for determining allocations 
of new sDRs.! 


Members seeking financial assistance from the Fund's General 
Resources Account to help correct balance of payments disequilibria can draw 
on the 'reserve tranche' and four normal 'credit tranches', each amounting to 
25 per cent of their quotas. Drawings beyond the first credit tranche are 
phased under 'stand-by' arrangements tied to performance criteria associated 
with stabilization programs. Members can also use three permanent facilities 
created for specific purposes: the Compensatory Financing Facility (CFF) 
created in 1963 to assist members in covering balance of payments problems 
brought on by a short-term decline in their export earnings and, more 
recently, temporary increases in the cost of cereal imports; the Buffer Stock 
Facility (BSF) created in 1969 to help members with balance of payments 
difficulties finance their participation in international buffer stock 
arrangements; and the Extended Fund Facility (EFF) created in 1974 for 
members suffering from balance of payments problems resulting from structural 
maladjustments. EFF programs cover drawings phased over periods up to three 


years and are also subject to performance criteria. 


In addition, the Fund temporarily operated the Supplementary 
Financing Facility (SFF) (used in conjunction with drawings on the second and 
higher credit tranches and the EFF) to help members to finance payments 
deficits that were exceptionally large in relation to their quotas. The facility, 
which used resources borrowed from monetary authorities, started operating in 


early 1979. In order to continue providing additional conditional resources to 


1.  SDRs or Special Drawing Rights are reserve assets created by the IMF 
which can be used for settling claims among Fund members. New SDKs 
can only be created by a decision of the Board of Governors. 
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help members with large payments deficits and serious adjustment problems the 
SFF was superseded by the Enlarged Access Policy in 1981 which is also 
financed through borrowed funds and which allows drawings beyond the normal 


credit tranches. 


In addition to facilities in the General Resources Account, members 
participating in the Special Drawing Rights Department have, since 
January 1970, been able to use SDRs in transactions with the Fund or with 
other participants as a means of either obtaining other members' currencies or 
redeeming their own. All Fund members currently participate in the SDR 


Department. 
Activities of The Fund 


During 1986 the Fund's activities were directed towards assisting 
debtor countries in strengthening their balance of payments positions and in 
ensuring that the IMF will continue to be able to assist them in resolving their 
financial difficulties. The sharp price declines for oil and other primary 
commodities led to a significant terms of trade deterioration for developing 
countries in 1986. This resulted in weaker export earnings and a further 
increase in external debt ratios. Fund lending has played an important part in 
efforts to strengthen the financial positions of these countries. Beyond 
providing temporary financing to bolster international reserves, however, a 
crucial aspect of Fund assistance is the implementation of corrective policy 
measures by the recipient country to restore financial and payments stability. 
These adjustment programs help to promote confidence on the part of commercial ‘ 
and official creditors and, thereby, act as a catalyst for new financial flows 
from these sources. As part of the international debt strategy the Fund, with | 
the close involvement of the World Bank, is supporting growth-oriented | 


adjustment efforts by a number of heavily indebted countries. 


In view of the uncertainties that remain in the world economy and the © 
serious payments difficulties that many member countries face, it was decided at | 
the review of the Fund's Enlarged Access Policy (EAP) undertaken last year, to | 
extend the policy for 1987. The policy is reviewed annually since the EAP, | 


which was established in 1981 to provide increased assistance to members, is a 
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temporary facility. Limits on access by members under arrangements approved 

under the EAP during 1987 will be the same as in 1986, i.e., subject to annual 

limits of between 90 and 110 percent of quota, with three-year limits of between 
270 and 330 per cent of quota, and cumulative limits of between 400 and 440 per 
cent of quota. As was the case previously, the actual limits established within 

these various ranges depend on the seriousness of the balance of payments 


needs and the strength of the adjustment effort. 


In 1976, the Trust Fund was established as a temporary facility to 
provide balance of payments assistance on concessional terms to developing 
countries. Its activities were terminated in 1981. Over the period 1985-1991, 
the repayments on loans made by the Trust Fund will amount to about 
SDR 2.7 billion. In view of the economic difficulties of low-income countries it 
was agreed that the total amount of these resources, possibly supplemented by 
funds from other sources, should be used to provide balance of payments 
assistance on concessional terms to countries eligible for IDA resources. The 
Structural Adjustment Facility (SAF) was established in March 1986 for this 
purpose. A condition of such financing is the implementation of economic 
programs designed to promote structural adjustment and growth in a 
medium-term framework. The emphasis on structural adjustment implies the 


necessity of close collaboration between the Fund and the World Bank. 


It is generally agreed that quota payments by member countries 
should be the normal source of financing for the Fund's lending activities. In 
recent years, however, the increase in financial assistance provided by the IMF 
and the more medium-term nature of its adjustment programs have placed 
pressure on the Fund's resources. In order to protect its liquidity position -- 
which must be adequate to meet the potential as well as the actual financing 
needs of deficit countries -- and ensure the continued effectiveness of its 
operations, the Fund, in recent years, has supplemented its own resources by 
borrowing from member countries. Since 1962 Ministers of the 'Group of Ten' 
(G-10) industrial countries (which includes the ten largest industrial countries 
in the IMF plus Switzerland) have provided a revolving line of credit under the 
General Arrangements to Borrow (GAB). Initially, the GAB was established to 


provide the IMF with temporary financing to help it meet exceptionally large 
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drawings by any one of the contributing countries. In 1983 the GAB was 
enlarged and its mandate broadened to cover drawings by any Fund member 
under particular circumstances. The size of the line of credit available under 
the GAB is now SDR 17 billion. During 1986 the Fund did not utilize any of 
the resources available under the GAB or the associated SDR 1.5 billion 


Saudi Arabian line of credit. 


Since the mid-seventies, the IMF has engaged in borrowing operations 
to support the SFF and, more recently, the EAP. As of December 1986, 
outstanding Fund borrowings to finance SFF lending to members amounted to 
the equivalent of SDR 3.9 billion. In 1984 Saudi Arabia provided the IMF with 
an additional line of credit for SDR 3 billion in support of the IMF's lending 
activities through the EAP. This line of credit brings to SDR 11 billion the 
total amount provided or made available to the Fund by Saudi Arabia over the 
past few years in direct support of the EAP. The assistance provided by 
Saudi Arabia in 1984 was matched by a number of industrialized countries 
including Canada through the Bank for International Settlements (BIS), as well 
as separately by Japan and Belgium; the assistance from these other countries 
has been fully utilized by the Fund. Canada guaranteed SDR 180 million of the 
BIS loans; no cash payment by Canada was necessary. As of December 31, 


1986 Canada's exposure was the full SDR 180 million. 


In 1986 the Government of Japan agreed to make available to the Fund 
SDR 3 billion to help finance the Fund's support of adjustment programs with 
member countries. According to the borrowing agreement, which came into 
effect in December 1986, drawings on the loan may be made by the Fund over a 
period of four years. This period may be extended for up to two years 


depending upon the Fund's liquidity and borrowing needs. 
Operations of the Fund 
Total financial assets of the Fund as of December 31, 1986 were 


around SDR 106 billion. Holdings of members' currencies totalled SDR 98 billion 


(a large part of these assets, however, are not available for lending since they 
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are the currencies of members with weak external positions or low international 
reserves). SDRs held by the Fund amounted to almost SDR 2 billion and its 
gold holdings amounted to SDR 3.6 billion valued at SDR 35 per fine ounce. 


(The current market value of these gold assets is much greater.) 


As displayed in the following table, there was a slight increase in 
new Fund credit extended during 1986 and a decline in outstanding Fund credit 
as repayments (repurchases) relating to the large expansion in Fund credit in 
the early 1980s exceeded drawings. Member drawings in 1986 were SDR 
4.3 billion while repayments were SDR 5.7 billion. The net reduction of 
outstanding Fund credit of SDR 1.4 billion underscores the revolving nature of 
the Fund's resources and reflects the lag of about three to four years that 
occurs after a peak use of Fund resources. A similar trend was experienced in 
the mid-1970s. 


Also in 1986 there was a small increase of SDR 1.4 billion in new loan 
commitments. This was the second consecutive year of increase and points 
toward a rise in drawings in 1987. The flow of funds to member countries last 
year included drawings on the Fund's General Resources Account (GRA) and 
the SFF Subsidy Account. All but SDR 185 million was drawn by developing 


countries. 


Purchases under the GRA (mostly in drawings under conditional Fund 
facilities) amounted to SDR 3.0 billion compared to SDR 2.6 billion in 1985. 
Purchases under the reserve tranche, which a member with balance of payments 
difficulties can draw on automatically, increased by about SDR 200 million. 
Drawings under the CFF decreased for the second year in a row. No drawings 
were made on the buffer stock facility. The first disbursements, some 
SDR 82 million, were made under the newly established structural adjustment 


facility. 
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TABLE 1 


FLOW OF RESOURCES THROUGH IMF 1985-86 
(in millions of SDRs) 


1985 1986 

1. Total Purchases 4,199 4,283 | 

Of which: 

Reserve Tranches 185 382 
Credit Tranches 2,641 35002 
(through EAP) C239) (866) 
Buffer Stock - - 
Compensatory Financing 929 J07 
Extended Facility 444 250 
(through EAP) (361) (125) 
Structural Adjustment - 82 
2. Total Repurchases » 23504) 5,680 
3. Net Purchases (1-2) 558 -1,397 
4. SFF Subsidy Account 87 56 
5. Total Flow of Resources (1+4) 4,286 4,339 
6. Total Flow Net of Repurchases (1+4-2) 645 = loan 


As of December 31, 1986 30 stand-by arrangements and 1 extended 
arrangement were in effect (all with LDCs), as well as 9 structural adjustment 
arrangements. The total agreed to under these arrangements amounted to 
SDR 5.3 billion with an undrawn balance of SDR 2.9 billion. This compares to 
29 stand-by and 3 extended arrangements in effect at the end of 1985 with a 
total of SDR 9.9 billion committed and an undrawn balance of SDR 4.7 billion. 


The total amount of SDRs in circulation in 1986 was SDR 21.4 billion. 
Total transfers of SDRs between participants in the SDR Department, 
prescribed institutional holders of SDRs outside the IMF, and the Fund's 
General Resources Account amounted to SDR 15.7 billion during 1986 compared 
to SDR 15.9 billion in 1985. Transactions with designation (in which countries 
designated by the IMF provide their currencies, i.e. foreign exchange, to 
countries with balance of payments problems in exchange for SDRs) amounted to 
SDR 1.5 billion compared to SDR 1.9 billion in 1985. Transactions by 


agreement between participants (mainly for the purpose of acquiring SDRs to 
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pay Fund charges or make repurchases) amounted to SDR 3.4 billion compared 
to SDR 2.6 billion during the previous year. Transfers of SDRs from the GRA 
(to members drawing on the Fund and the servicing by the IMF) equalled 

SDR 5.6 billion last year. Transfers of SDRs to the GRA amounted to 

SDR 4.4 billion. Consequently, the GRA's holdings of SDRs fell last year to 
SDR 1.9 billion from SDR 3.0 billion at the end of 1985. 


IMF Relations with Canada 


Canada's quota at the IMF is SDR 2,941 million. IMF holdings of 
Canadian dollars as of December 31, 1986 amounted to SDR 2,535 million or 86 
per cent of quota. This compares to holdings of SDR 2,455 million (84 per cent 
of quota) at the end of 1985. Canada's reserve position in the Fund (the 
amount that can be drawn on demand for balance of payments purposes) was 
SDR 561 million at year's end (including SDR 154.7 million in loans to the Fund 
under the SFF line of credit), compared to SDR 647 million at the end of 1985. 
SDR 3 million in purchases were made with Canadian dollars last year through 
the Fund. Canadian dollars were used in repurchases amounting to 
SDR 92 million. 


In 1986 Canada received SDR 14.1 million from the Fund in interest 
on SFF loans and SDR 12.1 million interest on Canada's net creditor position in 
the General Resource Account. Charges incurred by Canada on SDRs allocated 
by the Fund in previous years exceeded the interest earned on SDR holdings 
by SDR 42.6 million. 


In order to assist the Fund's operations, Canada has made available 
lines of credit that can be used to supplement temporarily the IMF's own 
resources. Canada's commitment under the General Arrangements to Borrow is 
the equivalent of SDR 892.5 million. As was the case in 1985, this line of 
eredit available from Canada was not utilized by the Fund last year. In 
addition to participating in the GAB, Canada has also made available support 
for Fund activities under the SFF and the EAP. Outstanding loans by Canada 
in support of the SFF amounted to SDR 155 million at the end of 1986. Asa 


participant in the financing of the Fund's Enlarged Access Policy, Canada made 
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available a line of credit of SDR 50 million in 1981. This amount was committed 
through the Bank of Canada under a stand-by facility with the BIS in favour of 
the IMF. The full amount of this line of credit was drawn upon in 1983 and 
matured in 1985. As part of the 1984 SDR 3 billion lending arrangement 
between the industrial countries and the IMF in support of the EAP, Canada 
provided, through the Bank of Canada, loan guarantees of SDR 180 million for 
BIS loans to the IMF. This commitment will only involve a cash payment by 
Canada in the event that the BIS encounters liquidity problems or the IMF is 


unable to repay its loans. 


Canada's cumulative allocation of SDRs remained at SDR 779 million 
during 1986. At the end of the year Canada's holdings of SDRs amounted to 


SDR 202 million or 26 per cent of its cumulative allocation. 


A team of IMF officials visited Ottawa in November 1986 as part of the 
annual consultation procedure under Article IV of the Fund's Articles of 
Agreement which provides for regular reviews of member countries economic 


policies. 


In 1986, the Honourable Michael Wilson, Minister of Finance 
represented Canada on the IMF Board of Governors. Mr. Marcel Massé is the 
Canadian representative on the Fund's Executive Board and also serves as 
Director for Ireland, Jamaica, the Bahamas, Barbados, Belize, St. Lucia, 
Grenada, Antigua and Barbuda, St. Vincent, St. Christopher and Nevis, and 


Dominica. 


The Board of Governors held its annual meeting in Washington, D.C. 
in September 1986. The Interim Committee, the 22 member ministerial committee 
which advises the Board of Governors and gives general policy guidance to the 


Executive Board, met twice, in Washington in April and in September. 


2 75he 
THE WORLD BANK GROUP 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (IBRD OR 
WORLD BANK), AND THE INTERNATIONAL DEVELOPMENT ASSOCIATION (IDA) 


Purpose and Functions 


The primary function of the World Bank and IDA is to help raise 
living standards in the developing world by channelling long-term financial 
resources in support of high priority investments and needed policy and 


institutional reform. 


The World Bank and IDA differ essentially in the sources of their 
funds and the terms of their loans. The World Bank obtains most of its funds 
by borrowing in private capital markets and accordingly it must lend at 
near-commercial rates. IDA relies on interest-free advances from governments 
for the bulk of its resources and thus can make loans on much softer terms. 
Otherwise, the World Bank and IDA have similar policies. The two 


organizations are served by the same staff. 


The World Bank seeks to acquire a comprehensive picture of the 
position and prospects of borrowing countries' economies and their development 
requirements, in order to identify economic sectors and projects which should 
be given high priority, and to form judgements on questions relevant to a 
borrowing country's economic growth, economic policies and its eligibility for 


World Bank or IDA financing. 


By giving continuous attention to the economic situation of developing 
member countries, the World Bank also seeks to help such countries make more 
effective use of all resources at their disposal, both domestic and foreign. It 
does so by providing assistance in formulating development policies, establishing 
development organizations, drawing up investment programmes for specific 
sectors and regions, identifying and preparing projects for financing, and 
encouraging the coordination of development assistance from bilateral and 
multilateral agencies. In recent years, the World Bank has been paying 


particular attention to the problems of growth and adjustment, particularly in 


- 14 - 


countries with high levels of external debt. This has meant increased emphasis 
on fast-disbursing lending in support of programs of policy reform and 


institutional strengthening. 


In respect of coordination, the World Bank has been active in 
establishing 25 ongoing aid coordination groups for recipient countries, of which 
one is the Caribbean Group for Cooperation and Economic Development. It is 
also participating in the Indonesia aid group, which is chaired by the 
Netherlands. Upwards of 36 nations and more than 20 international agencies 
have been associated with one or more of these aid-coordinating activities. 
(Canada's participation in World Bank Consortia and Consultative Groups, as 
well as other aspects of World Bank Activity, is described in a separate section 


of this report entitled 'Canada and the World Bank Group'.) 


The World Bank also maintains close working relationships with other 
international organizations concerned with development assistance, particularly 
the United Nations, the United Nations Development Program (UNDP), the 
United Nations' specialized agencies, the regional development banks and the 
Organization for Economic Cooperation and Development. For example, the 
World Bank and the United Nations exchange information and coordinate 
technical assistance and other development activities through a high level liaison 
committee, and the World Bank Group has acted as an executing agency for a 
number of pre-investment studies financed by the UNDP. Also, the World Bank 
and the IMF established in 1974 a Joint Committee of the Boards of Governors of 
both institutions to seek ways to improve the flow of financial assistance to 
developing countries. This Committee, referred to as the Development 


Committee, met twice during 1986 at the ministerial level. 


Resources 


(a) 
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World Bank Resources 


(ii) 


The World Bank's funds are provided primarily from three sources: 
Paid-in capital 


Of authorized capital of 1974 SDR 78.7 billion (equivalent to 
U.S.$82.1 billion as of December 31, 1986), U.S.$82.1 billion had 
been subscribed and U.S.$7.1 billion of this amount had been paid 
in. These amounts include the commitments member governments 


undertook in the following two agreements. 


On January 4, 1980 agreement was reached to increase the authorized 
capital of the Bank by some $40 billion over a five year period, 
ending in mid-1986. Of this increase, 7.5 per cent was paid in, 
while the rest is callable and is used to support capital market 


borrowings. 


In addition, on August 30, 1984 agreement was reached on a selective 
capital increase of some $8.4 billion, of which 8.75 per cent is to be 
paid-in. This capital increase was designed to allow members to 
realign their shares of the Bank's capital in relation to the recent IMF 


quota review. 
Borrowing 
As of December 31, 1986 the World Bank had outstanding borrowings 


of $74.4 billion (of which $4.0 billion were short-term borrowings). 


The net increase in long-term borrowings in 1986 was $12.8 billion. 
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(iii) Net Income from Operations 


As of December 31, 1986 undistributed retained earnings amounted to 
approximately $6.7 billion. Net income in 1986 was $1203.8 million as 


compared with $1243.4 million in 1985. 


(b) IDA Resources 


IDA's loanable resources ($43.8 billion) have been derived largely 
from budgetary allocations from its Part I member governments, most of which 
are developed countries. Total resources made available or committed by 
member governments, including qualified commitments, to IDA from the 
beginning of its operations to the end of 1986 were approximately $40.1 billion. 


Other resources that have become available to IDA since its inception totalled 


$3.7 billion. These were largely derived from transfers by the World Bank of a 


portion of its net earnings to IDA ($2.4 billion). The remainder has come from 
contributions from Switzerland (which is not a member of the World Bank) and 


repayments by IDA borrowing countries. 


A central concern during 1986 continues to be the economic plight of 
Sub-Saharan Africa. The World Bank is playing an important role in assisting 
African governments to formulate and implement programs of policy and 
institutional reform so as to strengthen their growth prospects. In 
February 1985 agreement had been reached between fourteen countries and the 
Bank to augment the resources of IDA with a further $1.1 billion, to be 
committed over three years, under a Special Facility for Sub-Saharan Africa. 
This facility, administered by IDA, came into operation on July 1, 1985 and 
provides quick-disbursing loans in support of adjustment. By the end of 1986 
the resources of the facility amounted to US dollar equivalent of $1,776 million 


with 19 countries contributing to the Facility. During its first year, the 


| 
! 


Facility financed twenty-one operations in fifteen countries totalling $535 million. 


In December 1986, negotiations for the Eighth Replenishment of IDA 
(IDA 8) were completed. Donors agreed to a replenishment of US$12.4 billion 
to fund IDA's lending over the three years FY1988-90. Between 45 and 50 per 
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cent of IDAs resources will be allocated to countries in Sub-Saharan Africa. A 
further 30 per cent will be allocated to China and India. Between US$3 billion 
and US$3.5 billion will be used to support programs of policy reform and 
economic adjustment in recipient countries. Donors also agreed on a shortening 
of the final maturities on IDA loans from the current 50 years to 40 years for 


the least developed countries and 35 years for the others. 
Loans and Credits 
(i) IBRD Loans 


As of December 31, 1986 the IBRD had approved loans 
cumulatively totalling $122.04 billion (net of cancellations, terminations 
and refunds) to 93 of its 151 members. The World Bank's loans are 
long term (15 to 20 year maturities at present) and carry rates of 
interest which approach commercial rates. Since July 1, 1982 the 
lending rate is determined every six months as of January 1 and 
July 1 based on the average cost of the pool of IBRD borrowings over 
the preceding six months plus a spread of 50 basis points. At the 


end of December 1986 the IBRD lending rate was 7.92 per cent. 
(ji) IDA Credits 


As at December 31, 1986 IDA had approved loans cumulatively 
totalling $40.05 billion (net of cancellations, refunds and terminations) 
to 85 of its 134 member countries. IDA's development credits are 
interest-free (although there is a service charge of 3/4 of 1 per cent 
on disbursed and outstanding balances) and are extended for a 
50-year term with 10 years' grace. On January 5, 1982 in an effort 
to increase the funds available to IDA and to reduce IDA's operating 
deficits, the Board of Directors authorized a commitment fee for IDA 
development credits of 0.5 per cent on undisbursed balances for IDA 


credits negotiated after that date. 


AER eo 
THE INTERNATIONAL FINANCE CORPORATION (IFC) 


The IFC supplements the activities of the World Bank and IDA by 
making and encouraging investments on commercial terms in productive private 
enterprises in developing member countries. With the addition of two countries 
in 1986, the IFC now has 130 members. The total resources available at the 
end of fiscal year 1986 amounted to $2,180 million; these were derived from 
paid-in capital subscribed by member governments ($601.8 million), borrowings 
from the World Bank ($837.5 million) and other creditors ($456.9 million), and 
the accumulated earnings ($283.8 million) which was derived from income on 


operations. 


IFC's commitments during calendar year 1986 amounted to 
$1,137 million, bringing the total cumulative gross commitments since inception 


of operations to $6,239 million in 72 countries. 
GENERAL REVIEW 
Total loans, credits and investments signed (net of cancellations, 


terminations and refunds) by the World Bank Group in 1986 and in the three 


preceding years were as follows: 


1983 1984 1985 1986 


Cin millions of U.S. dollars) 


World Bank* thls 9312 9,506 17,426 195360 
IDA ot eZ 5,000 4,731 4,675 
LFC 654 409 616 Belod 

TOTAL 15,698 by 25k Leyte Zaye 


* Including loans to IFC of $39.8 million in 1983, $124.0 million in 1984, 
$385.0 million in 1985 and $98.1 million in 1986. 
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Table I annexed to this Report lists World Bank and IDA loans and 
credits during 1986 according to geographical area and purpose, while Table II 
is a historical summary of loans and credits by year, geographical area and 


purpose. IFC investments and commitments are listed in Table III. 
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CANADA AND THE WORLD BANK GROUP 
Canadian Representation on World Bank Group Executive Boards 


The Governor for Canada is the Honourable Michael H. Wilson, 
Minister of Finance, while Mrs. Margaret Catley-Carlson, President of the 
Canadian International Development Agency, is the Alternate Governor. In 1985. 
Mr. Frank Potter replaced Mr. Robert Joyce as Canada's Executive Director on 
the Bank's Board. Mr. Potter also represents Bahamas, Barbados, Belize, 
Antigua and Barbuda, Dominica, Grenada, Guyana, Ireland, Jamaica, St. 


Christopher and Nevis, St. Lucia and St. Vincent and the Grenadines. 
Funds Subscribed or Contributed 


World Bank - To the end of 1986, Canada's subscription to the World 
Bank's capital stock was $2,597.5 million of which US $229.7 million 
(Cdn $271.5 million) has been paid in. 


IDA - As a Part I member of IDA, Canada had to the end of 1986 paid. 
US $2,111.6 million (Cdn $2,497.5 million) to the Association. By December 31, | 
1986 Canadian contributions to IDA 7 amounted to Cdn $499.7 million. As well | 
Canadian contributions to the Special Facility for Sub-Saharan Africa amounted 
to Cdn $75 million in 1986. 


IFC - Canada's total subscription to the IFC since it became a member 


of the Corporation in 1956 amounts to US $46.0 million. 
Capital Increases and Replenishment 


World Bank = In August 1984, there was a selective capital increase of 
70,000 shares in order to allow members to adjust their 
shares of the IBRD's capital in line with the recent quota 
review of the International Monetary Fund. The total value | 
of the capital increase is approximately US $8.4 billion. 


Canada is entitled to subscribe to an additional 1,976 shares 
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which for the most part allow it to maintain its share of the 
IBRD's capital (2.92 per cent as compared to 2.93 per cent 
before the capital increase). Canada completed its purchase 
of these shares by the end of 1986 at a cost of 

Cdn $28.7 million paid-in. 


IDA = The IDA 7 negotiation completed in 1983, resulted in a 
US $9 billion replenishment which will finance its lending 
program through to June 30, 1987. Canada's share was 
4.5% or Cdn $499.7 million (the exchange rate for national 
currencies was set during the negotiations). Canada made 
its third and final payment at the end of 1986. 


In 1985, Canada had agreed to contribute Cdn $100 million 
to the Special Facility for Sub-Saharan Africa. Payments 
were completed by the end of 1986. 


Under the agreement concerning the Eighth Replenishment (IDA8) 
Canada agreed to contribute Cdn $797.6 million, equivalent to 5.00 per cent of 
the basic replenishment of US $11.5 billion. Payments will be completed 

mm 1990. 


IFC oe The total capital increase of US $650 million for the IFC was 
adopted by the Board of Governors on December 26, 1985. 
Canada voted in favour of this resolution. Under the 
capital increase, Canada can subscribe to as much as 25,024 
shares in the Corporation, valued at US $250 million. 
Subscription will be entirely paid-in and will take place 
through instalments over a number of years. In 1986, 
Canada purchased the first 20 per cent of shares at a cost 
of Cdn $6.9 million. Canada will have to purchase a 


further 40 per cent by February 1, 1988. 
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Maintenance of Value Adjustment 


According to the Articles of Agreement of the World Bank, countries 
are obliged to maintain the value of certain portions of their paid-in capital 
subscriptions and contributions. The World Bank has not had a workable 
standard of value since 1978 when the formal link between the US dollar and 
gold was broken. The World Bank agreed not to seek payment of these 
obligations pending the establishment of a new standard of value for the Bank. 
Maintenance of value obligations do not exist for IDA contributions. In 
October 1986, the Executive Board agreed upon the "1974 SDR" as a successor 
standard of value. The 1974 SDR is a fixed US dollar equivalent of the value 
of the SDR prevailing in 1974 (US $1.20635 = 1 SDR). Maintenance of value 


payments will be resumed on July 1, 1987. 


World Bank Borrowings in Canada 


From 1952 through 1971, the Bank borrowed Cdn $150 million in the 
public markets of Canada and Cdn $50 million through a private placement. 
From 1972 through 1981, the Bank did not borrow in Canadian dollars. Since 
1982, however, the Canadian dollar has become an important source of currency 
diversification and has been a vehicle utilized in the Bank's currency swap 
operations. The Bank has raised Canadian dollars through public issues in the | 
domestic, Euro, and Asian markets as well as through private placements. At 
December 31, 1986 the Bank had borrowed an aggregate principal amount of 
Cdn $1,505 million of which Cdn $1,281 million (US $928 million) was 
outstanding. These amounts include the Bank's only floating rate issues 
denominated in a currency other than US dollars. The Bank borrowed 
Cdn $200 million in 99-year floating rate notes through private placement to 
institutional investors, in late 1984 early 1985, then the longest maturity for 


any borrowings completed by the Bank. 


In the official sector, the Bank of Canada, as fiscal agent of the 
Government of Canada, has purchased an aggregate principal amount of | 
US $377 million of the Bank's traditional two-year US $ denominated offerings to , 
central banks. At December 31, 1986, US $53 million of these bonds were held 
by the Bank of Canada. | 
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Canadian Goods and Services for Projects Financed by 
the World Bank and IDA 


Total identifiable expenditures in Canada by World Bank and IDA 
borrowers to December 31, 1986 were about US $1.4 billion. 


Canada's cumulative share of foreign procurement under World Bank 
loans is about 2.1 per cent which is equivalent to Canada's share of OECD 


member exports to the developing countries. 


Canada's performance in this regard has improved steadily. In fiscal 
year 1986 (July 85-86) Canadian suppliers of goods and services won about 
2.0 per cent of OECD member procurement. This compared with 2.5 per cent 
during the 1982-1985 period and about 2.0 per cent in the preceding four year 
period. From 1982-85, Canada's procurement was distributed in four broad 
categories: consultant services (41.6%), civil works (4.9%), machinery and 


equipment (19.9%) and semi-processed and raw materials (31.7%). 
Details of the expenditures, made by year, are provided in Table IV. 
Canadian Personnel 


There were 194 Canadian nationals on the staff of the World Bank 
Group at the end of June 1985; of these, 120 were in professional positions for 
the World Bank and IDA, and 16 for the IFC; 52 were in non-professional 
positions for the World Bank and IDA, and 6 for the IFC; Canadians accounted 


for about 3.2 per cent of the Group's professional staff in 1985. 


Canada's Contribution as a Member of Consortia and 


Consultative Groups Organized by the World Bank 


Canada has been a member of the Consortia for Aid to India and 
Pakistan since their establishment in 1958 and 1960 respectively, and is a 
“member of Consultative Groups organized by the World Bank to review the 
economic situation and policies of and coordinate assistance to Bangladesh, the 


Caribbean (CGCED), Colombia, Guinea, India, Madagascar, Morocco, Nepal, 
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Pakistan, Sri Lanka, Tanzania, Tunisia, Uganda, Zaire and Zambia. Canada is 


also a member of the Intergovernmental Group for Indonesia. 


In 1986, Canada through the Canadian International Development 
Agency (CIDA) participated with the World Bank in projects in Bangladesh, 
Burkina Faso, Cameroon, Congo, Ghana, Guinea, Honduras, Indonesia, Ivory 
Coast, Kenya, Malaysia, Mauritania, Morocco, Pakistan, Sri Lanka, and Zaire. 
Canada also participated with other donors under the co-ordination of IDA in 


the Cumberland Hydro Project in St. Vincent, Leeward and Windward Islands. 


Canada is participating in three inter-regional initiatives funded 
principally by the World Bank, UNDP and a number of bilateral donors and 
carried out by the World Bank. The first two initiatives are the 'Energy Sector 
Assessment Program' and the 'Energy Management Assessment Program’. The 
former involves the following countries: Burkina Faso, Ghana, Honduras, Ivory 
Coast, Jamaica, Kenya, Senegal and Tanzania. Under the latter program, 
projects have been approved for Kenya, Uganda and Colombia, and are under 
consideration for Egypt, Ghana, Jamaica, Peru, Rwanda, Sudan and Tanzania. 


The third initiative is the 'Special Program for Agricultural Research - SPAR'. 


Canada is also participating in the IBRD/UNDP handpump testing 
program in Bangladesh, Ghana, Ivory Coast and Sri Lanka. 


TABLE I - TABLEAU I 
World Bank Loans and IDA Credits 


Préts de la Banque mondiale et crédits de 1'AID 


January 1 - December 31, 1986/1°" janvier - 31 décembre 1986 


(Millions of U.S. dollars - en millions de dollars f£.-U.) 


BY AREA - REGION 


East Africa - Afrique 
orientale 

West Africa - Afrique 
occidentale 

Europe, Middle East & 
North Africa - Europe, 
Moyen-Orient et Afrique 
du Nord 

Latin America & Caribbean 
- Amérique latine et les 
Antilles 

East Asia and Pacific - 
Asie orientale et le 
Pacifique 

South Asia - Asie du sud 


TOTAL 
BY PURPOSE - OBJET 


Agriculture - Agriculture 
Industrial Development and Finance 
- Développement et 
financement de l'industrie 
Education - Education 
Industry - Industrie 
Energy - Energie 
Non-project - Hors projet 
Population - Population 
Power - Energie électrique 
Technical Assistance - 
Assistance technique 
Telecommunication - 
Télécommunications 
Transportation - Transport 
Urban Development - 
Développement urbain 
Water Supply and sewerage 
- Adduction d'eau 
et assainissement 


TOTAL 


WORLD BANK- 
BANQUE MONDIALE 


ees 
ane 


12 


24 


40 


36 


13 


ai22. 


Amount- 
Montant 


174.3 


117253 


2,449.1 


4,906.4 


2,927.4 


2,106.2 


13,735.7 


4,345.0 


1,880.3 
375.2 
1,048.7 
180.0 
1,000.0 
84.5 
2,307.0 


446.0 


13,735.7 


IDA - AID 
No. Amount- 
N Montant 
34 754.0 
29 476.1 
5 49.3 
3 HiaO 
8 413.4 
_20 1,197.8 
99 2,967.6 
24 137 s0 
4 104.5 
9 298.2 
5 83.0 
2 62.0 
2. 475.0 
5 201.9 
7 27S 
7 Ws 
2 2559 
10 23704 
3 1.0 
_8 274.4 
99 29 OURO 


39 


41 


29 


43 


38 


31 


22M 


61 


PIE, 


TOTAL 


Amount - 
Montant 


928;/3 


1,648.4 


2,498.4 


4,983.4 


3,340.8 


3,304.0 


16,703.3 


5,082.8 


1,984.8 
673.4 
39 
242.0 
1,475.0 
286.4 
2,585.7 


136.9 


164.9 
1,558.1 


661.2 


720.4 


16,703.3 


Cumulative World Bank Loans and IDA Credits to Developing Countries 
Préts de la Banque mondiale et crédits de 1'AID cumulés aux pays en développement 
(Amounts in millions of U.S. dollars - en millions de dollars £.-U.) 


By Fiscal Year* - 
Année financiére* 
Cumulative to 1968 - 
Cumulé jusqu'en 1968 
Total 1969-1973 (FY 69-73) 
Total 1974-1978 (FY 74-78) 
Total 1979-1983 (FY 79-83) 
1983-1984 (FY-84) 
1984-1985 (FY-85) 
1985-1986 ((FY-86) 
1986-1987 (FY-87, first half/ 
premiére demie) 
TOTAL 


By Purpose - Objet 

(Cumulative to Dec. 31, 1986 - 
Cumulé jusqu'au 31 déc. 1986) 

Agriculture and Rural Development 
- Agriculture et 
développement rural 

Industrial Development and 
Finance - Développement 
et financement de l'industrie 

Education - Education 

Energy - Energie 

Industry - Industrie 

Non-Project - Hors projet 

Population -Popuiation 

Power - Energie électrique 

Technical Assistance - 
Assistance technique 
Telecommunications - Télécom- 
munications 

Transportation - Transport 

Urban Development - Dévelop- 
pement urbain 

Water Supply and Sewerage - 
Adduction d'eau et assainis- 
sement 

TOTAL 


* Fiscal years are those of the 


TABLE II - TABLEAU II 


World Bank Loans 


Préts de la Banque mondiale 


Ko. 
re 
N 


549 
374 
666 
Tall 
129 
IESHL 
Sil 


38 
2,729 


625 


270 
165 
76 
224 
US 
on 
418 


28 


67 
514 


oF 


145 
22799 


World Bank CLOn 


celles du Groupe de la Banque mondiale (du 1 


Commitments 
Engagements 


11,418.1 

8,917.8 
24 372.3 
44,908.0 
11,947.2 
11,356.3 
13,178.8 


3,433.9 
129,532.4 


28, 246.3 


12,891.4 
4,781.6 
5,719.0 

11,609.1 
8,182.4 

718.8 

23,169.1 


262.7 


1,967.2 
22 077.2 


3,875.8 


6,031.8 


129,532.4 


(July 1 to June 30). 
juillet au 30 juin). 


116 
23 
376 
518 
106 
105 

97 


29 
1,620 


612 


63 
155 
144 

74 

67 

30 

84 


Ud 


35 
260 


37 


82 
1,620 


IDA Credits 


1'AID 


Commitments 


Engagements 


1,831.8 
3,931.6 
7,947.4 

16,368.1 
3,575.0 
3,028.1 
3,139.9 


788.1 
40,610.0 


15,287.9 


1,029.9 
2.10300 

718.0 
1,793.0 
4,216.3 

822.5 
4,342.7 


BYE) 5 A: 


1,134.1 
5,113.0 


1,109.0 


eee 
40,610.0 


*Les années financiéres sont 


TABLE III - TABLEAU III 


Summary of IFC Operations as of December 31, 1986 
Résumé des opérations de la SFI au 31 décembre 1986 


By Fiscal Year 
- Année financiére 


Up to 1970 


1970-1971 
a971~1972 
2992-1973 
1973-1974 
1974-1975 


272-1976 
1976-1977 
377-1978 
75-1979 
1979-1980 


1980-1981 
1981-1982 
1982-1983 
1983-1984 
1984-1985 


1985-1986 
1986-1987 (July-Dec. 86) 
(juillet-déc. 86) 


Cumulative to Dec. 1986 
= Cumulé & déc. 1986 


Cancellations, revalua- 
tions and write-offs 

- Annulations, réévalua- 
tions et amortissements 


Net Commitments 
- Engagements nets 


Total Commitments Disbursements 
= Engagements totaux -Versements 


470.5 


101.4 
115.6 
146.7 
203.4 
210 57 


245.3 
206.7 
333.0 
405.9 
649.6 


737.4 
380.1 
332.8 
770.0 
481.2 


681.2 
455.8 


6,928.3 


(Millions of U.S. dollars - 
en millions de dollars £.-U.) 


291.6 


7250 
60.8 
88.1 
162.5 
184.4 


Ue P 
25959 
15558 
205.4 
311.8 


587.4 
530.2 
374.4 
380.9 
350.4 


465.2 
294.8 


4,974.8 


4,974.8 


TABLE IV - TABLEAU IV 
Disbursements by the World Bank and IDA Borrowers for 
Goods and Services in Canada 
Dépenses des emprunteurs de la Banque mondiale et de 1'AID en 
biens et services au Canada 


To December 31, 1986 - au 31 décembre 1986 


(ini mi liaonssoL uss dollarse- 
en millions de dollars F£.-U.) 


World Bank - IDA = 

Banque mondiale AID Total 
By Calendar Year - Année civile 
Cumulative to December 31, 1960 - 

Cumulé au 31 décembre 1960 1335.5) = 13335 
1961 8.2 = 8.2 
1962 3h 7/ = 34 
1963 5.6 Tate 13.0 
1964 4.7 ao 6.5 
1965 Bypnlh Det] 8.1 
1966 11.6 Sins 16.9 
1967 U3 e2 ith 7 27.9 
1968 6.3 7.8 1438 
1969 4.4 WL e@ 15.4 
1970 7.6 eS 8.9 
1971 Ti Died. 13a 
1972 O).S Des Lae 
Los L254 Bal 175 
1974 UGS te! 8.4 24,2 
1975 DPN 1550 37 
1976 25s LORS 36.5 
1977 34.5 4.8 39.3 
1978 26.1 5-5 3156 
1979 44.4 Sell 5255 
1980 SiS Wo 59.3 
1981 94.3 14.5 108.8 
1982 TO WAC 92.6 
1983 82e3 26.9 109.2 
1984 92.6 5453 146.9 
1985 94.3 Si) 7 134.0 
1986 (July - Dec. 86) 184.8 46.8 231.6 
TOTAL (juillet - déc. 86) 1081.6 S52 as 1403.4 

Per Cent of Total Disbursements* - 2h 2a3 2.4 


Pourcentage du total des dépenses* 


* Of total World Bank disbursements ($41 billion) and IDA disbursements ($13 billion) on goods and 
services originated in countries other than in the borrowing country. 
Du total des dépenses correspondant a la Banque mondiale (41 milliards) et de celles liées a 
1'AID (13 milliards) sur les biens et services provenant des pays autres que le pays emprunteur. 
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